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TUESDAY,  MAY  14.  2013 
2:00  CLOSED  SESSION 
3:15  P.M.  OPEN  SESSION 

PORT  COMMISSION  HEARING  ROOM,  SECOND  FLOOR 
FERRY  BUILDING,  SAN  FRANCISCO  CA94111 

The  Port  Commission  Agenda  as  well  as  Staff  Reports/Explanatory  Documents  available  to  the 
public  and  provided  to  the  Port  Commission  are  posted  on  the  Port's  Website  at  www.sfport.com. 
The  agenda  packet  is  also  available  at  the  Pier  1  Reception  Desk.  If  any  materials  related  to  an 
item  on  this  agenda  have  been  distributed  to  the  Port  Commission  after  distribution  of  the  agenda 
packet,  those  materials  are  available  for  public  inspection  at  the  Port  Commission  Secretary's 
Office  located  at  Pier  1  during  normal  office  hours. 

05-13-13A08:05  RCVD 


1 .     CALL  TO  ORDER  /  ROLL  CALL 


2.  APPROVAL  OF  MINUTES  -  April  23,  201 3  GOVERNMENT 

DOCUMENTS  DEPT 

3.  PUBLIC  COMMENT  ON  EXECUTIVE  SESSION 

MAY  1  3  Z013 

4.  EXECUTIVE  SESSION 

SAN  FRANCISCO 

A.  Vote  on  whether  to  hold  closed  session.  PUBLIC  LIBRARY 

(1 )  CONFERENCE  WITH  LEGAL  COUNSEL  AND  REAL  PROPERTY 

NEGOTIATOR  -  This  is  specifically  authorized  under  California  Government 
Code  Section  54956.8.  *This  session  is  closed  to  any  non-City/Port 
representative: 

a.    Property:  AB  4052;  4111,  lots  3  and  4;  also  known  as  Pier  70  Waterfront 
Site,  located  near  the  intersection  of  22nd  Street  and  Illinois 
Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  and 
Development 


Digitized  by  the  Internet  Archive 

in  2014 


https://archive.org/details/agenda2013sanf_4 


*Neqotiatinq  Parties:  Forest  City  Development  California:  Kevin  Ratner, 
Alexa  Arena  and  Jack  Sylvan 

Under  Negotiations:  Price  Terms  of  Payment  X  Both 

Pursuant  to  Resolution  No.  1 1-49,  the  Port  Commission  awarded  to  the 
non-Port  party  an  exclusive  negotiation  agreement  with  the  Port  for  the 
lease  and  development  of  the  property.  In  this  executive  session,  the 
Port's  negotiators  seek  direction  from  the  Port  Commission  regarding 
price  and/or  terms  of  payment,  including  rent  structure,  financing 
mechanisms,  and  other  factors  affecting  the  form,  manner  and  timing  of 
payment  of  the  consideration  for  the  property  interests.  The  executive 
session  will  enhance  the  capacity  of  the  Port  Commission  during  its 
public  deliberations  and  actions  to  set  the  price  and  payment  terms  that 
are  most  likely  to  maximize  the  benefits  to  the  Port,  the  City  and  the 
People  of  the  State  of  California. 

b.    Property:  Piers  30/32  and  Seawall  Lot  330 

Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  & 
Development  and  Brad  Benson,  Special  Projects  Manager 
OEWD:  Jennifer  Matz 

*Negotiating  Party:  Golden  State  Warriors  and  GSW  Arena  LLC:  Rick 
Welts,  Ellen  Warner,  Jesse  Blout,  Michael  Cohen 

Under  Negotiations:  Price  Terms  of  Payment  X  Both 

Pursuant  to  Resolution  No.  12-61 ,  the  Port  Commission  awarded  GSW 
Arena  LLC  an  exclusive  negotiation  agreement  for  the  potential  lease, 
disposition  and  development  of  real  property  interests  in  Piers  30-32  and 
Seawall  Lot  330.  In  this  executive  session,  the  Port's  negotiators  seek 
direction  from  the  Port  Commission  regarding  price  and/or  terms  of 
payment,  including  rent  structure,  financing  mechanisms  and  other 
factors  affecting  the  form,  manner  and  timing  of  payment  of  the 
consideration  for  the  property  interests.  The  executive  session  will 
enhance  the  capacity  of  the  Port  Commission  during  its  public 
deliberations  and  actions  to  set  the  price  and  payment  terms  that  are 
most  likely  to  maximize  the  benefits  to  the  Port,  the  City  and  the  People 
of  the  State  of  California. 

5.  RECONVENE  IN  OPEN  SESSION 

A.  Possible  report  on  actions  taken  in  closed  session  pursuant  to  Government 
Code  Section  54957.1  and  San  Francisco  Administrative  Code  Section  67-12. 

B.  Vote  in  open  session  on  whether  to  disclose  any  or  all  executive  session 
discussions  pursuant  to  Government  Code  Section  54957.1  and  San  Francisco 
Administrative  Code  Section  67.12. 

6.  PLEDGE  OF  ALLEGIANCE 
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7.  ANNOUNCEMENTS 

A.  Announcement  of  Prohibition  of  Sound  Producing  Electronic  Devices  during  the 
Meeting:  Please  be  advised  that  the  ringing  of  and  use  of  cell  phones,  pagers 
and  similar  sound-producing  electronic  devices  are  prohibited  at  this  meeting. 
Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room 
of  any  person(s)  responsible  for  the  ringing  of  or  use  of  a  cell  phone,  pager,  or 
other  similar  sound-producing  electronic  device. 

B.  Announcement  of  Time  Allotment  for  Public  Comments:  Please  be  advised  that 
a  member  of  the  public  has  up  to  three  minutes  to  make  pertinent  public 
comments  on  each  agenda  item  unless  the  Port  Commission  adopts  a  shorter 
period  on  any  item. 

8.  EXECUTIVE 

A.  Executive  Director's  Report 

•  Fisherman's  Wharf  Wax  Museum's  50th  Anniversary  -  May  1 2,  201 3 

•  Pier  70  Crane  Cove  Park  Plan  Community  Workshop  at  699  Illinois  Street- 
May  18,  2013  from  9:45  a.m.  to  12  noon 

•  CUESA  Farmer's  Market  20th  Birthday  Bash  -  May  18,  2013  from  9:00  a.m. 
to  12  noon,  Ferry  Building  (farmersmarketbirthdaybash.eventbrite.com) 

•  Port  of  San  Francisco's  Foreign  Trade  Zone  No.  3  approved  for  expanded 
service  area 

•  Port  Bi-annual  Budget  Hearing  at  Budget  and  Finance  Committee  of  the 
Board  of  Supervisors  -  May  29,  2013  at  1  p.m. 

•  Recap  of  Port's  1 50th  Anniversary  and  Committee  Recognition 

B.  Informational  presentation  introducing  the  Respondents  to  the  Request  for 
Proposals  for  Cruise  Terminal  Passenger  Operations,  Parking  and  Conference 
and  Special  Event  Management  for  the  James  R.  Herman  Cruise  Terminal  at 
Pier  27. 

9.  CONSENT 

A.    Request  authorization  to  accept  and  expend  $616,534  in  grant  funds  from  the 
California  Coastal  Conservancy  for  the  restoration  of  the  Copra  Crane  and 
removal  of  pile  supported  wharf  at  Pier  84  on  Islais  Creek  at  the  southern 
terminus  of  Indiana  Street.  (Resolution  No.  13-18) 

10.  PLANNING  &  DEVELOPMENT 

A.    Informational  presentation  on  updated  architectural  design  for  the  Golden  State 
Warriors  Multi-Purpose  Venue  and  Arena  Project  at  Piers  30-32  and  Seawall  Lot 
330. 


B. 
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Waterfront  Site,  bordered  generally  by  20th  Street,  Michigan  Street,  22na  Street, 
and  the  San  Francisco  Bay. 

11.  FINANCE  AND  ADMINISTRATION 

A.    Request  approval  of  (1)  the  financial  plan  to  issue  2013  Port  Revenue  Bonds  in 
an  amount  not  to  exceed  $25.3  million  for  Phase  II  of  the  James  R.  Herman 
Cruise  Terminal  Project  and  Northern  Waterfront  Historic  Pier  Structures  Repair 
Project;  (2)  reallocation  of  $7.3  million  of  2010  Port  Revenue  Bonds  Series  9A 
and  9B,  $1 .8  million  of  Series  12B  2013  Certificates  of  Participation,  and  $0.5 
million  of  Port  Capital  Funds  to  the  James  R.  Herman  Cruise  Terminal  project 
and  the  Northern  Waterfront  Historic  Pier  Structures  Repair  Project;  and  (3) 
recommendation  to  the  Board  of  Supervisors  for  an  appropriation  ordinance  that 
allocates  2013  Port  Revenue  Bond  proceeds  and  reallocates  2010  Port 
Revenue  Bonds,  2013  COPs  and  capital  funds  to  said  projects.  (Resolution  No. 
13-19) 

12.  NEW  BUSINESS 

13.  PUBLIC  COMMENT 

Public  comment  is  permitted  on  any  matter  within  Port  jurisdiction  and  is  not  limited  to 
agenda  items.  Public  comment  on  non-agenda  items  may  be  raised  during  New 
Business/Public  Comment.  A  member  of  the  public  has  up  to  three  minutes  to  make 
pertinent  public  comments  before  action  is  taken  on  any  agenda  item  and  during  the 
new  business/public  comment  period.  It  is  strongly  recommended  that  public 
comments  be  submitted  in  writing  so  they  can  be  distributed  to  the  Commissioners  for 
their  review.  Please  fill  out  a  speaker  card  and  hand  it  to  the  Commission  Secretary. 
If  you  have  any  question  regarding  the  agenda,  please  contact  the  Commission 
Secretary  at  274-0406. 

14.  ADJOURNMENT 

Adjourn  the  meeting  in  memory  of  Andrew  "Bart"  Simpson,  member  of  Artemis 
Racing 
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FORWARD  CALENDAR 
(TARGETED  COMMISSION  MEETING,  SUBJECT  TO  CHANGE) 


MAY  28,  2013 


FACILITY/POLICY 

ITEM 

TITLE 

1 

Portwide 

Informational 

Presentation  regarding  the  Fiscal  Year  2013-14 
Monthly  Rental  Rate  Schedule,  Monthly  Parking 
Stall  Rates,  Special  Event  and  Filming  Rates, 
and  the  Port  of  San  Francisco's  Standard  Real 
Estate  Leasing  Policy  and  Procedures 

2 

Pier  70 

Action 

Endorsement  of  Forest  City's  term  sheet  for  the 
Pier  70  Waterfront  Site 

3 

Pier  27 

Action 

Authorization  to  negotiate  the  James  R.  Herman 
Cruise  Terminal  management  agreement  with 
the  highest  ranked  management  team  bidder 

4 

Jefferson  Street 

Action 

Approval  of  Port  Harbor  Traffic  Code 
amendment  for  the  Jefferson  Street 
Improvement  Project 

JUNE  11,  2013 


FACILITY/POLICY 

ITEM 

TITLE 

1 

Pier  38 

Informational 

Presentation  introducing  the  bidders  for  the 
rehabilitation  of  Pier  38 

2 

Portwide 

Informational 

Presentation  on  Port's  wetland  habitat 
preservation  sites  and  environmental  education 
programs 

3 

Portwide 

Action 

Approval  of  the  Fiscal  Year  2013-14  Monthly 
Rental  Rate  Schedule,  Monthly  Parking  Stall 
Rates,  Special  Event  and  Filming  Rates,  and  the 
Port  of  San  Francisco's  Standard  Real  Estate 
Leasing  Policy  and  Procedures 

4 

Pier  9 

Action 

Request  approval  to  rescind  the  201 1  RFP  and 
issue  a  new  RFP  for  an  excursion  boat  operator 
at  Pier  9 

5 

295  Terry  Francois 
Boulevard 

Action 

Approval  of  a  Retail  Lease  No.  L-15255 
between  the  Port  of  San  Francisco  and  East 
Street  San  Francisco,  a  Limited  Liability 
Company  for  a  term  of  1 5  years,  with  one  (1 ) 
five-year  renewal  option  for  the  development 
and  the  operation  of  the  restaurant  site  located 
at  295  Terry  Francois  Boulevard,  subject  to  the 
Board  of  Supervisors'  approval 

6 

Southern 
Waterfront 

Action 

Authorization  to  Award  Construction  Contract 
No.  2761 ,  Blue  Greenway  Signage  Project 
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JULY  9,  2013 


FACILITY/POLICY 

ITEM 

TITLE 

1 

Brannan  Street 
Wharf 

Informational 

Update  regarding  the  Brannan  Street  Wharf 
project,  located  along  the  Embarcadero 
Promenade  between  Pier  30-32  and  Pier  38  at 
Brannan  Street 

2 

Pier  27 

Action 

Approval  of  the  James  R.  Herman  Cruise 
Terminal  management  agreement  with  the 
highest  ranked  management  team 

3 

Fisherman's  Wharf 

Action 

Approval  of  a  resolution  replacing  Port 
Commission  Resolution  95-56  to  approve  street 
artists  spaces  for  the  Fisherman's  Wharf  area 
under  the  City's  Street  Artist  Program  and 
adopting  conditions  and  limitations  on  such  use 

4 

Fisherman's  Wharf 

Action 

Approval  of  an  amendment  to  the  Street 
Performer  Program  for  the  Fisherman's  Wharf 
area 

5 

Heron's  Head  Park 
at  Cargo  and 
Jennings  Street 

Action 

Authorization  to  Negotiate  and  Execute  a  Mutual 
Termination  Agreement  with  Literacy  for 
Environmental  Justice  for  Termination  of  Lease 
L-13816,  which  includes  the  "EcoCenter  at 
Heron's  Head  Park"  and  surrounding  6,058 
square  feet  of  non-exclusive  license  area, 
subject  to  Board  of  Supervisors'  approval  of  the 
Mutual  Termination  Agreement 

AUGUST  13,  2013 

FACILITY/POLICY 

ITEM 

TITLE 

1 

Portwide 

Action 

Authorization  to  award  the  contract  for  As- 
Needed  Environmental  and  related  Professional 
Services  for  three  contracts  at  $1  million  each, 
totaling  $3  million 

DATE  TO  BE  DETERMINED 

FACILITY/POLICY 

ITEM 

TITLE 

1 

South  Beach 

Action 

Port  Commission's  consideration  of  agreements 
between  the  Port  Commission  and  the 
Successor  Agency  to  mutually  terminate  13 
ground  leases  in  the  South  Beach  project  area 
and  set  business  terms  for  the  transfer  of  the 
South  Beach  Harbor  Program 
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2 

Portwide 

Action 

Approval  to  enter  into  agreements  with  the  San 
Francisco  Municipal  Transportation  Agency  and 
ine  regional  DiKe  snare  program  operator  to  use 
Port  property  for  the  Bay  Area  Regional  Bike 
Share  Pilot  Program 

3 

SWL351 

Action 

Approval  of  resolution  recommending  that  the 
Board  of  Supervisors  form  a  City  and  County 
Infrastructure  District  No.  2  and  adopt  the 
Infrastructure  Financing  Plan  included  in 
Appendix  C  which  will  capture  tax  increment 
from  the  Seawall  Lot  351  project  (commonly 
known  as  the  8  Washington  Street  project)  for 
site  open  space  improvements,  the  Cruise 
Terminal  project,  under-pier  utilities  and  pier 
substructure  repairs;  and  authorizing  the  Port's 
Executive  Director  to  enter  into  a  Memorandum 
ot  unaerstanaing  wnn  tne  uny  ana  county  ot 
San  Francisco  acting  through  the  Controller's 
Office  to  implement  the  District 

4 

Pier  70 

Action 

Approval  of  Federal  Cost  Sharing  Agreement 
Detween  tne  rorc  ot  oan  rrancisco  ana  tne  u.o. 
Army  Corps  of  Engineers  for  study  of  the 
Central  Basin  Dredge  Project 

COMMUNICATIONS  TO  PORT  COMMISSION 
From  April  9-May  9,  2013 

•    From  Jon  Golinger,  Waterfront  Committee  Chair,  regarding  Northeast  Wharf  Plaza 
at  Pier  27 
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MAY/JUNE  2013 

CALENDAR  OF  UPCOMING  PORT  MEETINGS  -  OPEN  TO  THE  PUBLIC 


DATE 

TIME 

GROUP 

LOCATION 

May  28 

2:00  PM 
Closed  Session 

Port  Commission 

Port  Commission  Hearing  Room  at  the  Ferry  Building 

3:15  PM 
Open  Session 

Port  Commission 

Port  Commission  Hearing  Room  at  the  Ferry  Building 

June  1 1 

2:00  PM 
Closed  Session 

Port  Commission 

Port  Commission  Hearing  Room  at  the  Ferry  Building 

3:15  PM 
Open  Session 

Port  Commission 

Port  Commission  Hearing  Room  at  the  Ferry  Building 

NOTES: 

The  San  Francisco  Port  Commission  meets  regularly  on  the  second  and  fourth  Tuesday  of  the  month  at  3:15 
p.m.,  unless  otherwise  noticed.  The  Commission  Agenda  and  staff  reports  are  posted  on  the  Port's  Website 
@  www.sfport.com.  The  Port  Commission  meetings  can  be  viewed  online  at 

http://sanfrancisco.granicus.comA/iewPublisher.php?view_id=92.  The  Port  Commission  meetings  are  also 
broadcasted  on  the  2nd  &  4th  Thursday  of  the  month  at  9  p.m.  on  Comcast  Cable  Channel  26  or  Astound 
Cable  Channel  78  (formerly  RCN  Cable).  Contact  Amy  Quesada  at  274-0406  or  amy.quesada@sfport.com 

The  Fisherman's  Wharf  Waterfront  Advisory  Group  (FWWAG)  meets  regularly  on  a  bi-monthly  basis,  on  the 
third  Tuesday  of  the  month.  The  regular  meeting  time  and  place  is  9:00  a.m.  at  Scoma's  Restaurant,  Pier  47 
at  Fisherman's  Wharf.  Contact  Rip  Malloy  @  274-0267  or  rip.malloy@sfport.com 

The  Maritime  Commerce  Advisory  Committee  (MCAC)  meets  every  other  month,  on  the  third  Thursday  of  the 
month,  from  1 1:30  a.m.  to  1:00  p.m.  @  Pier  1 .  Contact  Jim  Maloney  @  274-0519  or  iim.maloney@sfport.com 

The  Mission  Bay  Citizens  Advisory  Committee  meets  on  the  second  Thursday  of  the  month  at  5:00  p.m. 
in  the  Creek  Room  at  Mission  Creek  Senior  Building  located  at  225  Berry  Street  in  San  Francisco  (along  the 
Promenade  just  beyond  the  library.)  Contact  Catherine  Reilly  at  the  former  Redevelopment  Agency  @  749- 
2516  or  catherine.reillv@sfqov.org 

The  Northeast  Waterfront  Advisory  Group  (NEW AG)  meets  regularly  on  a  bi-monthly  basis  on  the  first 
Wednesday  of  the  month  from  5:00  p.m.  to  7:00  p.m.  in  the  Bayside  Conference  Room  @  Pier  1 .  Contact 
Jonathan  Stern  @  274-0545  or  ionathan.stern@sfport.com 

The  Central  Waterfront  Advisory  Group  (CWAG)  meets  monthly  on  an  as-needed  basis,  generally  on  the 
third  Wednesday  of  the  month  from  5  to  7  p.m.  in  the  Bayside  Conference  Room  at  Pier  1 .  Contact  Mark 
Paez  @  705-8674  or  mark.paez@sfport.com 

The  Southern  Waterfront  Advisory  Committee  (SWAC)  meets  every  last  Wednesday  of  the  month  from  6:15 
to  8:15  p.m.  Location  to  be  determined.  Contact  David  Beaupre  @  274-0539  or  david.beaupre@sfport.com 

The  Waterfront  Design  Advisory  Committee  (WDAC)  meets  jointly  with  the  Design  Review  Board  of  the  Bay 
Conservation  and  Development  Commission  on  the  first  Monday  of  the  month  at  BCDC,  50  California  Street, 
Rm.  2600,  at  6:30  p.m.  The  Committee  meets  as  needed  on  the  fourth  Monday  of  the  month  at  6:30  p.m.  in 
the  Bayside  Conf.  Rm.  @  Pier  1 .  Contact  Dan  Hodapp  @  274-0625  or  dan.hodapp@sfport.com 
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ACCESSIBLE  MEETING  INFORMATION  POLICY 


FERRY  BUILDING: 

The  Port  Commission  Hearing  Room  is  located  on  the  second  floor  of  the  Ferry  Building.  The  main  public 
entrance  is  from  the  west  (Embarcadero)  side  and  is  served  by  a  bank  of  elevators  adjacent  to  the  historic 
staircase.  Accessible  public  restrooms  are  on  the  first  floor  at  the  northeast  end  of  the  building  as  well  as  on 
the  second  floor  across  the  lobby  from  the  Port  Commission  Hearing  Room.  The  main  path  of  travel  to  the 
Port  Commission  Hearing  Room  is  equipped  with  remote  infrared  signage  (Talking  Signs).  The  Port 
Commission  Hearing  Room  is  wheelchair  accessible.  Accessible  seating  for  persons  with  disabilities 
(including  those  using  wheelchairs)  is  available.  The  closest  accessible  BART  and  MUNI  Metro  station  is 
Embarcadero  located  at  Market  &  Spear  Streets.  Accessible  MUNI  lines  serving  the  Ferry  Building  area  are 
the  F-Line,  9,  31,  32  and  71.  For  more  information  about  MUNI  accessible  services,  call  (415)  923-6142.  The 
nearest  accessible  parking  is  provided  in  the  following  off-street  pay  lots:  3  spaces  in  the  surface  lot  on  the 
west  side  of  the  Embarcadero  at  Washington  Street. 

Hourly  and  valet  parking  is  available  in  the  Pier  3  lot.  This  lot  is  accessed  through  the  Pier  3  bulkhead 
building  entrance  on  the  east  side  of  the  Embarcadero.  This  lot  is  located  on  the  pier  deck;  adjacent  to  the 
ferry  boat  Santa  Rosa.  Additional  covered  accessible  off-street  pay  parking  is  available  in  the  Golden 
Gateway  Garage,  which  is  bounded  by  Washington,  Clay,  Drumm  and  Battery  Streets.  Entrance  is  on  Clay 
St.  between  Battery  and  Front  Streets.  There  is  no  high-top  van  parking.  Metered  street  parking  is  available 
on  the  Embarcadero,  Washington,  Folsom  &  Drumm  Streets. 

In  order  to  assist  the  City's  efforts  to  accommodate  persons  with  severe  allergies,  environmental  illness, 
multiple  chemical  sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other 
attendees  may  be  sensitive  to  various  chemical  based  products.  Please  help  the  City  to  accommodate  these 
individuals. 

A  sign  language  interpreter  and  alternative  format  copies  of  meeting  agendas  and  other  materials  can  be 
provided  upon  request  made  at  least  72  hours  in  advance  of  any  scheduled  meeting.  Contact  Wendy 
Proctor,  Port's  ADA  Coordinator,  at  274-0592,  the  Port's  TTY  number  is  (415)  274-0587. 

Know  Your  Rights  Under  the  Sunshine  Ordinance: 

Government's  duty  is  to  serve  the  public,  reaching  its  decisions  in  full  view  of  the  public.  Commissions, 
boards,  councils  and  other  agencies  of  the  City  and  County  exist  to  conduct  the  people's  business.  This 
ordinance  assures  that  deliberations  are  conducted  before  the  people  and  that  City  operations  are  open  to 
the  people's  review.  For  more  information  on  your  rights  under  the  Sunshine  Ordinance  (Sections  67.1  et 
seq.  of  the  San  Francisco  Administrative  Code)  or  to  report  a  violation  of  the  ordinance,  contact  Chris 
Rustom  by  mail:  Sunshine  Ordinance  Task  Force,  1  Dr.  Carlton  B.  Goodlett  Place,  Room  244,  San  Francisco 
CA  94102-4689;  by  phone  at  (415)  554-7724;  by  fax  at  (415)  554-7854  or  by  email  at  sotf@sfgov.org. 
Citizens  interested  in  obtaining  a  free  copy  of  the  Sunshine  Ordinance  can  request  a  copy  from  Mr.  Rustom 
or  by  printing  Sections  67.1  et  seq.  of  the  San  Francisco  Administrative  Code  on  the  Internet,  at 
http://www.sfgov.org/sunshine. 

NOTICES 

Prohibition  of  Ringing  of  Sound  Producing  Devices: 

The  ringing  of  and  use  of  cell  phones,  pagers,  and  similar  sound-producing  electronic  devices  are  prohibited 
at  this  meeting.  Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room  of  any 
person(s)  responsible  for  the  ringing  or  use  of  a  cell  phone,  pager,  or  other  similar  sound-producing 
electronic  device. 

Lobbyist  Registration  and  Reporting  Reguirements: 

Individuals  and  entities  that  influence  or  attempt  to  influence  local  legislative  or  administrative  action  may  be 
required  by  the  San  Francisco  Lobbyist  Ordinance  (SF  Campaign  &  Government  Conduct  Code  Sections 
§2.100  -  2.160)  to  register  and  report  lobbying  activity.  For  more  information  about  the  Lobbyist  Ordinance, 
please  contact  the  San  Francisco  Ethics  Commission  at  30  Van  Ness,  Suite  3900,  San  Francisco,  CA 
94102,  phone  (415)  581-2300  or  fax  (415)  581-2317;  web  site:  www.sfgov.org/ethics. 
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"PORT- 


SAN  FRANCISCO 


MEMORANDUM 


May  9,  2013 


TO: 


MEMBERS,  PORT  COMMISSION 


Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 
Hon.  Mel  Murphy 


SUBJECT:    Informational  Presentation  Introducing  the  Respondents  to  the  Request  for 


Proposals  for  Cruise  Terminal  Passenger  Operations,  Parking  and 
Conference  and  Special  Event  Management  for  the  James  R.  Herman 
Cruise  Terminal  at  Pier  27 


DIRECTOR'S  RECOMMENDATION:  Informational  Item  -  No  Action  Required 


EXECUTIVE  SUMMARY 

Pier  27  will  become  the  primary  cruise  terminal  for  the  Port  of  San  Francisco  by  fall 
2014.  Because  this  is  a  new  terminal  that  was  designed  as  a  year-round,  revenue- 
generating  facility  both  for  cruise  operations  and  special  events  and  the  current  terminal 
management  agreement  was  set  to  expire,  the  Port  Commission  authorized  a  Request 
for  Proposals  (RFP)  to  locate  a  management  team  to  operate  the  James  R.  Herman 
Cruise  Terminal  at  Pier  27. 

This  solicitation  was  issued  as  an  RFP  for  professional  services  pursuant  to  the  City's 
Administrative  Code1.  The  Administrative  Code  articulates  a  process  for  issuance  of  the 
solicitation,  evaluation,  and  negotiations  with  the  highest  ranked  respondent.  The  Port 
Commission  has  the  discretion  to  authorize  negotiations  with  the  highest  scoring 
management  team  (respondent)  based  on  the  evaluation  panel's  recommendation. 


FROM: 


Monique  Moyer 
Executive  Director 


THIS  PRINT  COVERS  CALENDAR  ITEM  NO.  8B 


See  Section  21.4  of  the  City's  Administrative  Code. 


RT  OF  SAN  FRANCISCO 


TEL    415  274  0400 


TTY     415  274  0587 


ADDRESS    Pier  1 


While  the  Port  Commission  is  not  a  part  of  the  evaluation  process  and  cannot  influence 
the  ranking  of  the  respondents,  Port  staff  has  invited  the  two  responding  management 
teams  to  present  their  qualifications  and  their  specific  business  plans  for  how,  if  given 
the  opportunity,  they  would  manage  the  Pier  27  Cruise  Terminal.  This  information  will 
help  the  Port  plan  its  negotiations  of  the  business  terms  for  the  management  agreement 
resulting  from  this  RFP. 

At  a  subsequent  Port  Commission  meeting,  Port  staff  will  request  authorization  to  begin 
negotiations  with  the  highest  ranked  management  team  recommended  by  the 
evaluation  panel.  In  the  event  that  Port  staff  and  the  selected  management  team  cannot 
resolve  business  terms  of  the  management  agreement,  then  Port  staff  would  return  to 
the  Port  Commission  for  authorization  either  to  commence  negotiations  with  the 
second-highest  ranked  management  team  or  to  reissue  the  solicitation. 

BACKGROUND 

The  Port  has  completed  the  first  phase  of  the  James  R.  Herman  Cruise  Terminal  at  Pier 
27  (Cruise  Terminal)  construction  project  and  in  March  2013  transferred  the  facility  to 
the  America's  Cup  Event  Authority  for  their  racing  events.  After  the  America's  Cup 
racing  events  are  finished,  no  later  than  November  2013,  Pier  27  will  be  returned  to  the 
Port  and  the  Port  will  begin  to  complete  the  second  phase  of  construction.  It  is 
anticipated  that  the  Cruise  Terminal  will  be  operational  and  available  for  special  events 
by  fall  of  2014.  The  Cruise  Terminal  will  become  the  primary  cruise  terminal  while  Pier 
35  and  Piers  30-32  will  be  retained  as  secondary  and  tertiary  cruise  berths. 

Currently,  cruise  terminal  operations  at  Pier  35  and  other  Port  facilities  designated  for 
cruise  ship  berthing  are  performed  by  Metro  Cruise  Services,  LLC.  This  non-exclusive 
management  agreement  is  scheduled  to  expire  on  April  30,  2015  or  "the  date  on  which 
the  Port  commences  cruise  ship  operations  at  another  facility...  which  the  Port  has 
identified  as  its  primary  cruise  ship  facility..." 

Accordingly,  the  Port  Commission  approved  Resolution  12-66  on  September  1 1 ,  2012 
authorizing  staff  to  issue  a  Request  for  Proposals  (RFP)  for  Cruise  Terminal  passenger 
operations,  parking  and  special  events  management.  This  RFP  included  the  request  for 
a  management  entity  to  manage  cruise  terminal  passenger  operations  at  the  new 
primary  Cruise  Terminal  as  well  as  other  Port  facilities  designated  for  cruise  ship 
berthing  and  coordinate  parking  and  special  event  activities  at  the  new  Cruise  Terminal. 

RFP  GOALS  AND  OBJECTIVES 

The  RFP  included  language  that  articulated  what  the  Port  expected  a  management 
entity  to  perform: 

•  Operate  the  Cruise  Terminal  as  a  world-class  facility  for  cruise  lines,  cruise 
passengers,  and  special  event  participants,  while  minimizing  operational  costs 
and  maximizing  revenues  to  the  Port; 

•  Operate  Pier  35  and  other  piers  as  back-up  cruise  berths; 
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•  Maximize  the  number  of  cruise  ships  and  other  vessels  to  berth  at  the  Port  of 
San  Francisco; 

•  Expand  the  opportunity  for  local  business  and  San  Francisco  residents  to 
participate  in  the  economic  activity  of  the  waterfront; 

•  Develop  a  comprehensive  operating  plan  that  provides  for  an  efficient 
management  and  operation  of  the  Cruise  Terminal; 

•  Actively  promote  and  manage  the  Cruise  Terminal  as  a  conference  and  special 
event  venue  in  coordination  with  San  Francisco  Travel  Association  (formerly 
known  as  the  City's  Convention  and  Visitors  Bureau); 

•  Generate  revenue  to  the  Port  from  terminal  operations,  parking  and  special  event 
use  (when  there  is  no  cruise  ship  berthing); 

•  Promote  the  Northeast  Wharf  Plaza  as  a  year-round,  waterfront  destination  to 
local  residents  and  out-of-town  visitors; 

•  Use  best  management  practices  and  standards  for  operating  Pier  27  for 
maritime,  conference/special  event,  and  parking  uses; 

•  Coordinate  with  San  Francisco  Travel  Association  and  local  event  planning  firms 
to  lease  the  Cruise  Terminal  for  conferences,  conventions,  special  events, 
catering  and  banquet  services; 

•  Undertake  maintenance  responsibilities  for  the  Cruise  Terminal,  as  determined 
by  the  Port; 

•  Operate  the  Cruise  Terminal  with  a  stable  and  competent  workforce  to  avoid 
delays  or  interruptions  of  cruise  vessel  operations  and  minimize  exposure  to 
claims  of  liability; 

•  In  accordance  with  the  Marine  Transportation  Security  Act  of  2002,  as  outlined  in 
33  Code  of  Federal  Regulations  Chapter  1 ,  Subchapter  H  parts  101  through  105, 
conduct  a  facility  security  assessment,  author  and  obtain  a  United  States  Coast 
Guard  (USGC)  authorized  Facility  Security  Plan  (FSP),  designate  a  Facility 
Security  Officer  (FSO)  and  maintain  FSP  compliance  and  be  responsible  for  the 
correction  of  any  deficiencies  and  penalties; 

•  Comply  with  the  Port's  Environmental  Policies  and  Programs  established  by  Port 
Commission  Resolution  Nos.  03-39,  05-56  &  05-63. 

The  initial  management  contract  term  is  expected  to  be  10  years.  The  Port  may  include 
one  option  to  extend  the  term  for  an  additional  period  to  be  negotiated,  but  exercised  by 
mutual  acceptance  at  the  Port's  sole  discretion.  The  annual  use  fee  to  the  Port  and 
other  provisions  will  be  negotiated  with  the  selected  management  entity.2 

RESPONSES  TO  THE  RFP 

On  February  15,  2013,  the  Port  received  proposals  from  two  management  teams,  listed 
alphabetically:  Metro  Cruise  Services  LLC  (Metro)  and  Ports  America.  Attached  as 
Exhibits  D  and  E  hereto  are  the  cover  letters  to  the  RFP  proposals  from  Metro  and  Ports 
America,  respectively. 


2  For  reference,  attached  as  Exhibits  B  and  C  are  the  RFP  Management  Contract  Services  and  Evaluation  Criteria, 
respectively. 
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Metro 


Metro  Cruise  Services  was  established  in  2005  and  its  affiliate  Metropolitan  Stevedore 
Company  has  operated  cruise  terminals  in  Los  Angeles  and  San  Francisco  since  the 
1970s.  Metro  currently  provides  cruise  services  in  Boston,  Charleston,  Miami, 
Galveston,  San  Diego,  Long  Beach,  Los  Angeles,  San  Francisco,  Astoria  and  Seattle. 
Metro  also  manages  the  Port's  cargo  terminals  at  Pier  80  and  Pier  94. 

For  more  information  about  Metro,  please  visit  www.metrocruiseservices.com, 
www.nautuliusintl.com. 

Ports  America 

With  90  years  of  experience  through  predecessor  companies,  Ports  America  is  the 
largest  terminal  operator  in  the  United  States  with  more  than  80  terminals  and  in  42 
ports  across  the  country,  including  Manhattan  and  Los  Angeles.  In  2007,  P&O  Ports 
North  America  Inc.  was  purchased  by  Highstar  Capital,  an  infrastructure  investment 
firm,  and  re-named  as  Ports  America. 

For  more  information  regarding  Ports  America,  please  visit  www.portsamerica.com  and 
www.hiqhstarcapital.com. 

SCHEDULE 

Both  respondents  have  been  evaluated  and  ranked  by  an  evaluation  panel  based  on 
written  submittals  and  interviews  in  accordance  with  the  evaluation  criteria  published  in 
the  RFP,  as  noted  in  Exhibit  C. 

In  alphabetical  order,  the  evaluation  panel  consisted  of: 

•  Louise  Anderson  --  retired  Port  maritime  staff  member  formerly  responsible  for 
financial  analysis  on  behalf  of  the  Maritime  Division 

•  Pat  Gallagher  --  former  special  events  executive  for  the  San  Francisco  Giants 
Enterprises  and  Marine  World  Africa  USA 

•  Ann  Lazarus  -  Commissioner  of  the  Board  of  Permit  Appeals  and  former  Port 
Commissioner  and  former  executive  director  of  Fort  Mason  Center 

•  John  Noguchi  --  director  of  the  City's  Convention  Facilities  Department 

•  Denise  Turner  --  Port  maritime  staff  member  responsible  for  cruise  operations 
and  logistics 

Each  of  the  respondents  had  the  ability  to  object  on  any  grounds  to  any  provision  or 
legal  requirement  set  forth  in  the  RFP  of  any  addenda  within  ten  days  of  issuance. 
There  were  no  objections  to  the  RFP  terms  and  that  protest  period  has  expired.  A 
second  protest  period  accrues  for  five  working  days  from  the  Port's  issuance  of  a  notice 
of  intent  to  award.  Port  staff  intend  to  issue  the  notice  of  intent  to  award  following  the 
Port  Commission's  May  14,  2013  meeting.  Respondents  will  have  five  working  days  to 
protest  the  proposed  selection.  Port  staff  anticipate  returning  to  the  Port  Commission  on 
May  28,  2013  to  seek  authorization  for  staff  to  negotiate  with  the  highest-ranked 
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respondent.  At  that  time,  the  Port  Commission  will  be  asked  either  to  authorize  or  reject 
negotiations  with  the  highest-ranked  respondent. 

The  following  represents  a  tentative  schedule  of  Port  Commission  public  hearings: 

May  1 4,  201 3    Presentation  by  the  two  management  team  respondents  to  the  RFP 

May  28,  201 3    Authorization  to  Port  staff  to  negotiate  the  Pier  27  James  R.  Herman 
Cruise  Terminal  management  agreement  with  highest  ranked 
management  team  respondent 

July  9,  2013*     Approval  of  a  Pier  27  James  R.  Herman  Cruise  Terminal  management 
agreement  with  highest  ranked  management  team 

*Tentative,  depending  on  negotiations 

Port  staff  are  pleased  to  have  the  opportunity  to  present  this  process  to  the  Port 
Commission  and  the  public. 

Prepared  by:  John  Doll,  Project  Manager 
Planning  &  Development 

For:  Byron  Rhett,  Deputy  Director 

Planning  &  Development 

Peter  Dailey,  Deputy  Director 
Maritime 

Elaine  Forbes,  Deputy  Director 
Finance  &  Administration 


Exhibit  A:  Pier  27  Site  Map 

Exhibit  B:  RFP  for  Management  Contract  Services 

Exhibit  C:  RFP  Evaluation  Criteria 

Exhibit  D:  Metro  Cover  Letter 

Exhibit  E:  Ports  America  Cover  Letter 


EXHIBIT  B  -  RFP  Management  Contract  Services  (Scope  of  Work) 

A  management  entity  will  be  expected  to  enter  into  an  agreement  to  accept  overall 
responsibility  for  management  and  operations  of  the  Cruise  Terminal  as  well  as  other 
Port  facilities  designated  for  cruise  ship  operations.  As  negotiated  under  the 
management  agreement,  the  management  entity  will  likely  be  required  to  perform  the 
following  tasks: 

1.  Passenger  Cruise  Terminal  Facility  Management 

a)  Provide  equipment  and  gear  necessary  for  all  cruise  terminal  operations; 

b)  Manage  all  facility  operations,  including  terminal  security  and  safe  berthing  of 
passenger  vessels; 

c)  Coordinate  with  Federal  Inspection  Services  to  maximize  rapid,  convenient 
and  efficient  movement  of  passengers  and  handling  of  baggage; 

d)  Maximize  safe  and  efficient  flow  of  vehicular  and  pedestrian  traffic  into  and 
out  of  the  Cruise  Terminal,  including  the  Ground  Transportation  Area,  prior  to 
and  during  a  cruise  operation; 

e)  Employ  and  manage  a  well-trained,  certified  and  stable  workforce  with 
demonstrated  experience  in  cruise  operations. 

2.  Vessel  Operations 

a)  Develop,  maintain,  and  update  a  comprehensive  schedule  of  vessel  arrivals, 
departures,  and  berthing  assignments  and  submit  it  to  the  Port  quarterly  in 
accordance  with  the  Port's  goal  to  maximize  the  number  of  calls  from  cruise 
vessels  and  other  maritime  vessels  (including  Fleet  Week  ships,  Tall  Ships, 
NOAA  vessels,  etc.); 

b)  Coordinate  arrivals  and  departures  of  passenger  vessels  and  coordinate 
berthing  assignments  with  vessel  operators,  as  directed  by  the  Port's 
Maritime  Division; 

c)  Ensure  the  appropriate  positioning  of  the  mobile  passenger  gangway  for  the 
operation  of  the  Cruise  Terminal  at  all  times; 

d)  Coordinate  and  attend  all  vessel  arrivals  and  departures  and  document  and 
inform  the  Port  of  any  observed  damage  to  pier,  pilings,  fender  system  and 
Cruise  Terminal  premises.  The  management  entity  shall  take  all  reasonable 
action  to  recover  the  costs  of  damage  to  pier,  pilings,  fender  system  and 
Cruise  Terminal  premises  from  the  cruise  lines  or  other  vessel  owners; 

e)  Coordinate  and  cooperate  with  the  U.S.  Coast  Guard  and  all  city,  state  and 
federal  agencies  and  authorities  with  regulatory  jurisdiction  over  passenger 
Cruise  Terminal  operations  to  provide  and  ensure  safe  transit  operations, 
working  conditions  and  emergency  services  for  the  protection  of  all 
passengers,  dockworkers,  Port  employees,  and  visitors  on  Pier  27  Cruise 
Terminal  premises. 
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3.  Conference  and  Special  Events  Management 

a)  Develop,  maintain  and  periodically  update  a  comprehensive  schedule  of  non- 
cruise  events; 

b)  Schedule  the  proposed  special  events  so  that  they  will  not  conflict  with  cruise 
terminal  operations,  but  maximize  the  revenue  potential  and  utility  of  the 
Cruise  Terminal; 

c)  Develop  an  implementation  plan  to  promote  and  coordinate  special  events 
which  attract  visitors  as  well  as  local  and  regional  audiences  to  the  waterfront. 
As  noted  above,  events  may  include  meetings,  conferences  and  other  events 
within  the  terminal,  and  cultural  and  entertainment  events  in  the  terminal  and 
the  ground  transportation  area; 

d)  Ensure  that  an  event  organizer  complete  all  necessary  logistics  to  plan  and 
stage  an  event. 

4.  Parking  Management 

a)  Use  best  management  practices  and  standards  for  operating  the  ground 
transportation  areas  for  daily  (i.e.,  non-commuter)  and  special  event  parking 
when  not  operated  as  a  cruise  terminal  facility. 

5.  Maintenance  and  Repair  of  Facilities  and  Eguipment 

a)  Maintain  the  Cruise  Terminal  in  a  neat,  clean,  safe  and  orderly  condition; 

b)  Retain  sufficient  personnel,  equipment  and  contracted  services  in  order  to 
provide  a  level  of  customer  service  equal  to,  or  exceeding  those  of, 
comparable  cruise  terminals  on  the  U.S.  West  Coast; 

c)  Maintain  and  ensure  that  all  terminal  equipment  will  be  in  excellent 
operational  condition,  including  all  interior  fixtures,  equipment  (including 
security-screening  equipment  and  stevedoring  equipment  such  as  forklifts, 
etc.)  and  furniture. 


6.  Security 

a)  Develop  and  implement  a  U.S.  Coast  Guard-authorized  Cruise  Terminal 
Facility  Security  Plan  (FSP)  in  compliance  with  the  Marine  Transportation 
Security  Act  of  2002,  as  outlined  in  33  CFR  Chapter  1  Subchapter  H  parts 
101  through  105; 

b)  During  non-cruise  days,  the  management  entity  shall  maintain  security  and 
equipment  for  the  Cruise  Terminal,  as  determined  by  the  Port.  To  protect  the 
Port's  capital  investment  and  avoid  service  disruptions,  the  management 
entity  shall  hire  an  experienced  workforce  knowledgeable  of  cruise  facilities 
and  operations  at  the  level  determined  by  the  Port; 
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c)  Provide  sufficient  and  effective  security  communications  equipment  to 
facilitate  security  operations  required  at  the  Cruise  Terminal  in  accordance 
with  the  provisions  of  the  Security  Plan; 

d)  Provide  and  maintain  a  well-trained  security  workforce  with  experience  in 
working  cruise  vessel  operations  and  knowledgeable  of  maritime  security 
requirements. 

Administrative  Services 

a)  Provide  sufficient  personnel  to  manage  and  operate  the  Cruise  Terminal  for 
cruise  days  and  non-cruise  days,  including  custodial  services  for  restrooms, 
trash  removal/recycling,  and  window-washing; 

b)  Submit  an  annual  review  of  the  Port  payment  and  Cruise  Terminal  operating 
expenditures; 

c)  Promote  the  active  use  of  the  Cruise  Terminal,  soliciting  new  business  and 
special  events  for  the  Port; 

d)  Promote  and  report  on  the  economic  opportunities  for  local  businesses  and 
San  Francisco  residents  in  the  operations  of  the  Cruise  Terminal; 

e)  Submit  a  monthly  gross  receipt  accounting  for  cruise  terminal,  special  event 
and  parking  revenue  and  expenditures. 


EXHIBIT  C  -  RFP  Evaluation  Criteria 


For  each  of  the  written  submittals  and  interviews,  there  is  a  total  of  100  points  or  a 
cumulative  total  of  200  points.  The  points  for  each  of  the  categories  are  the  same  (i.e., 
30  points  for  demonstrated  experience  for  written  submittals  and  another  30  points  for 
the  interviews). 

1 .  Demonstrated  Experience  of  Respondent  (30  points) 

In  addition  to  the  length  of  experience  required  under  the  Minimum  Qualifications, 
respondents  will  be  evaluated  on: 

•  Demonstrated  and  verifiable  experience  of  successful  cruise  terminal  operations, 
including  sound  management  philosophy,  breadth  of  cruise  operations, 
marketing  plans  used  to  promote  cruise  operations,  extent  of  maintenance  and 
repair  responsibilities,  and  description  of  business  terms  used  at  the  other  cruise 
terminals 

•  Demonstrated  and  verifiable  experience  of  relevant  conference  and  special 
events  operations,  including  successful  types  of  events  and  marketing  programs 
used  at  other  facilities 

•  Demonstrated  and  verifiable  experience  of  relevant  parking  operations, 
demonstrating  flexibility  and  ability  to  operate  an  area  as  a  cruise  drop-off,  pick- 
up, special  events  parking,  and  as  a  daily  parking  operation 

•  Proven  ability  to  provide  the  proposed  management  contract  services,  including 
financial  capacity  of  the  respondent 

2.  Management  Structure  (20  points) 

•  Proposed  management  structure  that  demonstrates  the  capacity,  ability  and 
flexibility  to  manage  each  use  within  the  Cruise  Terminal,  including  proposed 
professional  qualifications  of  assigned  staff  regarding  terminal  operations  that 
would  be  at  a  level  of  customer  service  equal  to  or  exceeding  those  of 
comparable  cruise  terminals  on  the  U.S.  West  Coast  as  well  as  special  event 
experience,  and  parking  operations 

3.  Management  Plan  (50  points) 

o   Proposed  management  plan  for  terminal  operations,  conference  and  special 
events,  and  parking  that  demonstrates  how  and  what  kind  of  resources  will  be 
provided  to  manage  each  of  these  uses.  The  proposal  should  also  include:  1) 
responsibility  for  maintenance  and  repair  of  facility  and  equipment,  2)  how 
security  will  be  provided,  and  3)  how  parking  will  be  organized  and  coordinated 
for  cruise  operations,  special  events  and  non-cruise,  non-special  event  days 
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Proposed  business  development  plan  that  would  attract  more  cruise  calls  and/or 
increased  maritime  activity  at  the  Port  of  San  Francisco 
Proposed  marketing  plan  for  conferences  and  special  events  that  would  be 
consistent  with  the  unique  geographical  location  and  potential  uses  of  the  Cruise 
Terminal  facility 

Strength  and  soundness  of  the  financial  plan  for  terminal  operations,  special 
events  and  parking  operations.  The  financial  plan  must  to  include  detailed 
operating  cost  and  revenue  assumptions  for  each  use.  This  plan  should  include  a 
payment  structure  that  maximizes  revenues  to  the  Port  of  San  Francisco 


,  i.  -1  

METRO  CRUISE 


Port  of  San  Francisco 
Pier  1 

San  Francisco,  CA  94111 

Attn:  John  Doll,  Development  Project  Manager 


Request  for  Proposals:  Pier  27  Cruise  Terminal 


1.  Cover  Letter 


Metro  Cruise  Services  LLC  (Metro)  is  pleased  to  present  this  proposal  for  terminal  operator  of 
the  Pier  27  James  R.  Herman  Cruise  Terminal  in  San  Francisco.  Metro  operates  under  the 
umbrella  of  Nautilus  International  Holding  Corporation,  an  organization  that  traces  its  roots  as 
far  back  as  1852  at  the  time  of  the  Gold  Rush  in  California,  and  provides  maritime  services  in  19 
ports  nationwide.  Nautilus'  stability  and  strong  financial,  technological  and  administrative 
processes  provide  Metro  with  the  support  and  depth  of  infrastructure  of  a  world-leading 
organization. 

Metro  Cruise  Services,  established  in  2005,  and  its  affiliate  Metropolitan  Stevedore  Company, 
commonly  known  as  "Metro",  have  operated  cruise  terminals  in  Los  Angeles  and  San  Francisco 
since  the  early  1970's.  Metro  is  widely  regarded  by  the  most  recognized  cruise  lines  as  a 
premier  cruise  terminal  operator,  stevedore,  ground  handler  and  ship's  agent,  offering  a 
package  of  services  unmatched  in  the  industry.  Metro  currently  provides  cruise  services  in 
Boston,  Charleston,  Miami,  Galveston,  San  Diego,  Long  Beach,  Los  Angeles,  San  Francisco, 
Astoria  and  Seattle.  Metro  has  a  strong  track  record  of  success  in  all  areas  of  cruise  service, 
often  achieving  very  high  customer  satisfaction  ratings.  The  Los  Angeles  cruise  terminal 
received  the  prestigious  "World's  Best  Award"  from  Princess  Cruises  in  2009  under  Metro's 
leadership.  Other  major  clients  like  Disney  Cruise  Line  and  Crystal  Cruises  received  some  of 
their  highest  guest  ratings  while  calling  at  one  of  Metro's  ports  and  receiving  our  package  of 
services.  The  consistently  high  performance  of  Metro  as  a  terminal  operator,  contributed 
significantly  to  the  cruise  industry  success  in  Los  Angeles  and  San  Francisco,  positioning  them 
as  leading  cruise  ports. 

Our  success  is  in  large  part  due  to  our  exceptional  team  of  professionals  and  Metro  will  continue 
to  place  emphasis  on  personnel  qualifications,  training  and  support.  The  quality  of  our  staff  has 
allowed  our  company  to  consistently  deliver  high  standards  of  service  and  fulfill  our  promise  of 
quality,  accountability  and  innovation.  Year  after  year,  Metro  has  proven  to  clients  and  partners 
that  its  mission  of  commitment  to  the  cruise  industry  is  lived  by  each  member  of  its  team  and 
translated  into  highly  successful  cruise  operations. 

We  are  proud  of  our  history  and  our  accomplishments  as  a  service  provider,  and  we  look 
forward  to  have  the  privilege  to  continue  to  serve  the  City  of  San  Francisco  in  the  future  if 
selected  as  its  Pier  27  cruise  terminal  operator. 


Stefano  Borzone  ' 
President 

Metro  Cruise  Services  LLC 


METRO  CRUISE  SERVICES 

720  EAST  E  STREET  .  WILMINGTON  CALIFORNIA  90744-6014 
MAILING  POST  OFFICE  BOX  547  •  WILMINGTON.  CALIFORNIA  90748-0547 
PHONE  310  816  6506  •  FAX  310  816  6519  .  WWW  METROCRUISESERVICES  COM 


ports  America 


February  15,  2013 


Ms.  John  Doll,  Development  Project  Manager 
Port  of  San  Francisco,  Pier  1 
San  Francisco,  CA  941 1 1 


Ref:  Request  for  Proposals:  Pier  27  Cruise  Terminal  -  San  Francisco 


Dear  Mr.  Doll, 

I  am  very  pleased  to  submit  the  enclosed  Pier  27  San  Francisco  Cruise  Terminal  Request  for  Proposal  on  behalf 
of  Ports  America. 

We  are  proud  of  our  long  history  of  experience  and  proven  track  record  of  providing  outstanding  service  in  cruise 
terminal  management  and  stevedoring  to  our  customers. 

Our  experienced  cruise  team  is  dedicated  to  operating  your  facility  at  optimum  service  and  financial  levels.  The 
cornerstone  of  all  of  our  operations  is  the  safety  and  security  of  people  and  property;  there  is  nothing  more 
important  to  us. 

Ports  America  is  the  largest  terminal  operator  and  stevedore  in  the  United  States.  We  operate  in  more  than  42 
ports  and  80  locations  on  all  three  coasts.  I  strongly  believe  we  are  not  just  the  biggest  in  geographic  coverage, 
but  also  the  best.  Our  most  important  asset  is  our  people.  Ports  America  sets  high  standards  for  employment  and 
ensures  individuals  have  a  strong  customer  and  safety  focus. 

Innovative  programs  such  as  SAFE  PORTS  and  Lean  Six  Sigma  Process  Improvement  are  a  couple  of  the  many 
initiatives  our  employees  have  been  trained.  These  programs  are  designed  to  provide  our  staff  the  expertise 
necessary  for  safe,  effective,  and  efficient  operations. 

Ports  America  also  has  a  dedicated  full-time  staff  of  Lean  Six  Sigma  Black  Belts  working  in  our  Process 
Excellence  group.  Their  expertise  supports  our  staff  with  ongoing  projects  throughout  the  company  which 
provides  assistance  in  improving  all  areas  of  our  operations. 


In  addition,  all  of  our  operations  track  and  report  Key  Performance  Indicators  on  a  weekly  basis.  We  are 
dedicated  to  meeting  and  exceeding  both  our  customer's  benchmarks  as  well  as  our  own. 

Ports  America  has  managed  and  operated  the  Manhattan  Cruise  Terminal  for  more  than  16  years  under  two 
separate  operating  agreements  with  the  City  of  New  York.  The  scope  of  our  services  as  a  full  'turn-  key'  provider 
are  regarded  by  the  cruise  lines,  passengers,  the  military,  special  event  planners,  film  production  companies,  etc 
as  'best  in  class'.  We  are  extremely  proud  of  that  assessment. 
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During  our  tenure  as  operator/stevedore  in  Manhattan,  we  have  also  successfully  handled  many  extraordinary 
situations  including  serving  as  a  makeshift  disaster  recovery  command  center  in  the  aftermath  of  the  tragic  events 
of  9/1 1  at  the  World  Trade  Center,  NYC's  largest  snow  fall  (27"  during  NCL  Dawn  turnaround  call),  Hurricane 
Irene  and  most  recently  Hurricane  Sandy. 

Ports  America  recently  worked  in  close  coordination  with  the  City  of  New  York,  USCBP,  USCG  NY,  and 
numerous  other  agencies  throughout  Super  Storm  Sandy,  the  largest  natural  disaster  in  the  history  of  New  York 
and  New  Jersey.  In  the  immediate  aftermath  of  the  storm,  Manhattan  Cruise  Terminal  was  the  first  facility  to 
commence  receiving  commercial  vessel  activity  upon  clearance  from  USCG  NY  to  allow  for  limited  vessel 
movements. 

Ports  America  and  the  City  of  New  York  collectively  used  their  resources  to  quickly  respond,  assess,  and  devise 
plans  on  an  ad  hoc  basis  to  ensure  safe  operations  were  resumed  at  the  facility  in  spite  of  significant  damage  to 
the  facility's  infrastructure. 

We  resumed  operations  just  days  after  the  storm  on  Friday,  November  2,  2012  by  performing  full  turn  around 
operations  for  both  the  Norwegian  Gem  and  Caribbean  Princess,  servicing  both  vessels  at  Pier  88.  Both  vessels 
had  been  diverted  to  our  Boston  cruise  operation  until  the  facility  and  the  port  were  reopened.  Both  vessels 
sailed  on  time  with  the  operational  plans  developed  and  successfully  implemented  by  Ports  America  in 
conjunction  with  the  help  and  support  of  numerous  agencies  and  the  cruise  lines. 

Ports  America  has  also  been  intimately  involved  in  the  major  redevelopment  of  the  cruise  terminal  with  the  City  of 
New  York  and  the  cruise  lines.  The  renovations  dramatically  improved  guest  satisfaction  and  operational 
efficiency  and  have  positioned  New  York  City  to  receive  the  next  generation  of  super  post-panamax  vessels 
commencing  with  the  NCL  Breakaway  in  May  2013. 

We  are  also  extremely  pleased  to  advise  that  as  of  October  1,  2012,  Ports  America  has  commenced 
management  and  operations  of  The  World  Cruise  Center  in  Los  Angeles  under  an  operating  agreement  with  the 
Port  of  Los  Angeles.  We  have  made  tremendous  strides  in  just  a  few  shorts  months  in  improving  the  overall 
passenger  experience  at  the  facility.  Our  partners  with  the  Port  of  Los  Angeles  and  cruise  line  customers  have 
appreciated  our  efforts  thus  far  and  have  noticed  many  positive  changes.  We  will  strive  to  establish  further 
efficiencies  and  improvements  along  with  expansion  of  our  services  in  the  not  too  distant  future. 

The  level  of  service  that  Ports  America  has  provided  on  both  coasts  in  cruise  terminal  management  and  related 
services  showcases  our  ability  as  a  knowledgeable  and  proficient  cruise  partner.  Our  team  is  ideally  qualified  and 
capable  of  providing  professional  and  'best  in  class'  cruise  services  for  the  Pier  27  Cruise  Terminal  in  San 
Francisco. 


Best  Regards, 


Steve  Loevsky 

Vice  President  -  Operations 
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MEMORANDUM 


May  9,  2013 


TO: 


MEMBERS,  PORT  COMMISSION 


Hon.  Doreen  Woo  Ho  President 

Hon.  Kimberly  Brandon,  Vice  President 

Hon.  Willie  Adams 

Hon.  Leslie  Katz 

Hon.  Mel  Murphy 


SUBJECT:    Request  authorization  to  accept  and  expend  $61 6,534  in  grant  funds  from 


the  California  Coastal  Conservancy  for  the  restoration  of  the  Copra  Crane 
and  removal  of  pile  supported  wharf  at  Pier  84  on  Islais  Creek  at  the 
southern  terminus  of  Indiana  Street 


DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution 


Overview 

Port  of  San  Francisco  staff  has  applied  for  and  was  awarded  a  $616,534  grant  from  the 
California  Coastal  Conservancy  to  restore  and  reassemble  the  Copra  Crane  ("Crane") 
and  to  remove  pile  supported  wharf  structures  known  as  Pier  84  on  Islais  Creek  (see 
Exhibit  A,  Photo  and  Location).  The  Copra  Crane  will  be  reassembled  in  its  original 
location  at  the  terminus  of  Indiana  Street  and  the  wharf  removal  area  is  adjacent  to  the 
Crane  on  the  northern  shoreline  of  Islais  Creek,  generally  between  Indiana  Street  and 
Interstate  280. 

The  Crane  is  the  last  remnant  artifact  along  San  Francisco's  waterfront  of  the  days 
when  the  longshoremen  used  hand  operated  machinery  to  off  load  material  from  cargo 
vessels.  It  is  also  the  last  surviving  part  of  the  former  Cargill  industrial  plant  that  was 
developed  on  the  northern  shore  of  Islais  Creek  at  the  terminus  of  Indiana  Street.  The 
Crane,  once  reassembled  will  stand  5-stories  high  and  weigh  approximately  16,000 
pounds  and  was  last  used  by  Granex  Corporation  in  1974  to  off  load  Copra  (dried 
coconut)  that  was  imported  primarily  from  the  Philippines. 

Once  restored,  the  Crane  will  become  a  landmark  to  labor  history,  recognizing  the 
important  role  labor  had  in  the  development  of  the  San  Francisco  Waterfront. 


FROM: 


THIS  PRINT  COVERS  CALENDAR  ITEM  NO.  9A 


TEL    415  274  0400 


TTY     415  274  0587 


ADDRESS    Pier  1 


Site  History 

The  copra  import  operations  were  first  established  in  1948,  when  the  Port  of  San 
Francisco  constructed  the  Pier  84  facility  to  support  the  cargo  operations  and  the  Cargill 
Company  constructed  a  copra  oil  refinery.  Over  time  there  were  several  Copra  off- 
loading machines  (cranes).  The  most  recent,  which  exist  today,  was  constructed  in 
1965  by  Granex  Corporation,  for  a  copra  processing  plant  owned  and  operated  by 
Philippine  Nationals.  The  Crane  was  historically  used  to  vacuum  Copra  from  ships  hulls 
to  a  warehouse  on  land,  where  the  Copra  was  processed  for  use,  as  oil  in  soaps,  food 
and  cosmetics.  The  Copra  operations  occurred  on  Islais  Creek  until  1974  when  the 
copra  processing  plant  closed. 

Currently  the  Crane  is  recognized  by  the  City  Planning  Department  and  State  Office  of 
Historic  Preservation  as  a  historic  resource  that  is  eligible  for  listing  on  the  National 
Register  of  Historic  Places  pursuant  to  the  City  Planning  Department's  2001  Central 
Waterfront  Cultural  Resources  Survey.  Although  the  Crane  was  constructed  less  than 
50  years  ago,  it  is  historically  significant  at  the  local  level  because  of  its  connection  to 
the  Central  Waterfront's  and  San  Francisco's  labor  history  and  because  it  is  the  last 
remaining  piece  of  hand  operated  machinery  on  the  Port  of  San  Francisco,  used  by  the 
longshoremen  working  bulk  cargo. 


Project  History 

In  1999,  an  organization  called  the  Copra  Crane  Labor  Landmark  Association  (CCLLA) 
approached  the  Port  of  San  Francisco  with  a  proposal  to  restore  the  Copra  Crane  as  a 
Landmark  to  recognize  the  important  role  of  labor  on  the  San  Francisco  Waterfront. 
The  CCLLA  is  a  group  of  individuals  that  represent  a  broad  spectrum  of  labor, 
historians  and  neighborhood  stakeholders,  including  representatives  of  various  labor 
unions  such  as  the  electricians,  pile  drivers,  carpenters  and  longshoremen  as  well  as 
the  Friends  of  Islais  Creek.  The  CCLLA  interest  in  restoring  the  Crane  was  summed  up 
by  one  of  its  founding  members  Julia  Vierra  as  saying:  "the  Copra  Crane  on  San 
Francisco's  Islais  Creek  is  a  highly  visible  reminder  of  toil  on  the  waterfront.  It 
symbolizes  a  worldwide  process  -  harvesting  coconuts  from  palm  trees  on  Pacific 
plantations;  shipping  and  unloading  dried  copra;  processing  the  copra  for  oil  for  food, 
soap,  perfume,  and  medicine;  and  recycling  the  residue  for  animal  feed.  Islais  Creek, 
once  the  home  of  tanneries,  canneries,  and  slaughterhouses,  meant  both  welcome  jobs 
and  careless  damage  to  a  bay  inlet.  As  factories  faced  obsolescence,  they  were 
abandoned."  In  the  last  decade,  community  conservationists  and  preservationists  have 
banded  together  to  restore  the  creek,  including  restoration  of  the  Crane. 

Over  the  years  the  Port  assisted  in  helping  the  CCLLA  achieve  its  goals  of  restoring  the 
Crane.  Unfortunately  the  organization  was  not  able  to  complete  the  project  and  in 
2012,  the  Port  working  with  the  San  Francisco  Municipal  Transportation  Agency 
(SFMTA)  removed  the  Crane  in  an  emergency  situation.  The  SFMTA  was  under 
construction  on  an  adjacent  site  and  noticed  movement  of  the  Crane.  Recognizing  the 
potential  imminent  collapse  into  the  creek,  the  Port  and  SFMTA  mobilized  and  removed 
the  crane  from  its  pile  supported  platform.  The  Crane  was  dismantled  and  placed  on 
Port  property  for  storage.  The  dismantling  was  photo-documented  and  assembly  plans 
for  the  Crane  were  prepared  prior  to  dismantling. 
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Project 

If  approved,  this  grant  will  be  used  to: 

•  design  a  new  platform  to  support  the  reassembled  Crane; 

•  develop  a  plan  to  reassemble  the  Crane  for  ornamental  purposes  (non- 
functional); 

•  remove  the  deteriorated  piles  and  structures  once  used  to  support  the  Crane; 

•  install  a  new  platform  structure  in  the  same  location,  to  support  the  Crane; 

•  reinstall  the  Crane; 

•  prepare  plans  for  removal  of  the  adjacent  Pier  84  wharf  area;  and 

•  remove  the  deteriorated  Pier  84  wharf  structure. 

The  project  to  remove  the  deteriorated  wharf  area  and  to  reconstruct  and  reinstall  the 
Crane  will  be  completed  under  a  single  construction  project. 

Once  the  Crane  restoration  project  is  completed,  the  CCLLA,  coordinating  with  the  Port 
and  SFMTA  will  create  and  install  site  interpretation  about  this  history  of  the  Copra 
Crane  and  role  of  labor. 


Grant 

In  2009  and  2010,  the  California  Coastal  Conservancy  (CCC)  received  approximately 
$672,586  in  mitigation  funds  resulting  from  the  San  Francisco  Bay  Conservation  and 
Development  Commission  (BCDC)  permit  requirements  for  San  Francisco  Public 
Utilities  Commission  and  West  Coast  Recycling.  These  funds  were  placed  in  the 
Conservancy's  Coastal  Trust  Fund  Account  and  have  accrued  approximately  $12,452 
in  interest,  for  a  total  of  $685,038.  The  CCC  fee  to  administer  the  grant  is  approximately 
1 0%  with  the  remaining  $61 6,534  of  funds  going  to  a  grant  to  the  Port.  The  BCDC 
permits  called  for  the  funds  to  be  allocated  for  improvements  for  public  access  at  Islais 
Creek  in  San  Francisco.  The  Port  of  San  Francisco,  CCC  and  BCDC  staff  subsequently 
met  to  discuss  the  proposed  project.  Should  the  grant  be  approved,  the  Port  anticipates 
completion  of  the  Islais  Creek  waterfront  improvements  and  Copra  Crane  restoration  in 
mid  to  late  2014. 


Community  Review 

The  restoration  of  the  Copra  Crane  as  a  labor  landmark  and  the  removal  of  the 
dilapidated  wharf  area  adjacent  to  the  Crane  have  broad  community  support.  The  Port 
and  CCC  received  letters  of  support  for  this  grant  from  a  variety  of  labor  groups, 
preservationists,  neighborhood  activists,  kayakers  and  Friends  of  Islais  Creek.  The 
Port's  Southern  Waterfront  Advisory  Committee  also  supports  the  project. 


Environmental  Review 

Consistent  with  the  California  Environmental  Quality  Act,  the  San  Francisco  Planning 
Department  issued  a  Categorical  Exemption  (Case  No.2013.0447E)  under  Class  3 
Historic  Resource  Rehabilitation/Restoration  for  the  Crane  restoration  and  a  Final 
Environmental  Impact  Report  for  the  34th  America's  Cup  &  James  R.  Herman  Cruise 
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Terminal  and  Northeast  Wharf  Plaza  (Case  No.  2010.0493E)  for  the  Pier  84  wharf 
removal. 


Funding  &  Schedule 

The  Project  is  primarily  being  funded  through  the  CCC  grant.  The  Port  will  supplement 
these  funds  including  funds  already  expended  to  conduct  the  emergency  removal  of  the 
Crane  and  through  staff  time.  The  following  is  a  preliminary  estimate  of  the  funding 
allocation  by  task  and  funder: 


Task 

Task 

Port 

Coastal 

Other  Funds 

Total  Cost 

Number 

Funding 

Conservancy 

(SFMTA,CCLLA) 

1 

Remove  Crane  from 
Platform 

$25,000 

$35,000 

$  60,000 

2 

Complete  Final 
Designs 

$50,000 

$30,000 

$  80,000 

3 

Complete  CEQA 

$5,000 

$  5,000 

4 

Obtain  Permits 

$5,000 

$  5,000 

5 

Bid/Award/Construct 

$586,534 

$586,534 

6 

Develop  project  sign 
and  install  signs 

$35,000 

$  35,000 

TOTAL 

$85,000 

$616,534 

$70,000 

$771,534 

Schedule 

The  following  presents  a  draft  schedule  for  the  design  and  construction  of  the  project: 


Project  Phase 

Start  Date 

End  Date 

Planning/Conceptual  Engineering 

Complete 

Design  Engineering  &  Permitting 

Summer  2013 

Fall  2013 

Bid  and  Construction 

Fall  2013 

Summer  2014 

Project  Closeout 

Summer  2014 

Port  Commission  Action 

Through  the  attached  resolution,  staff  seeks  Port  Commission  authorization  to  accept 
and  expend  $616,534  in  grant  funds  from  the  California  Coastal  Conservancy. 


Prepared  by:  David  Beaupre 

Senior  Waterfront  Planner 

For:  Byron  Rhett 

Deputy  Director,  Planning  and 
Development 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  13-18 

WHEREAS,  Port  of  San  Francisco  staff  has  applied  for  and  was  awarded  a  $61 6,534 
grant  from  the  California  Coastal  Conservancy  to  restore  and  reassemble 
the  Copra  Crane  and  to  remove  pile  supported  wharf  structures  known  as 
Pier  84  on  Islais  Creek;  and 

WHEREAS,  the  Copra  Crane  is  the  last  remnant  artifact  along  San  Francisco's 

waterfront  from  the  days  when  the  longshoremen  used  hand  operated 
machinery  to  off  load  material  from  cargo  vessels;  and 

WHEREAS,  the  Crane  is  one  of  the  last  surviving  parts  of  the  former  Cargill  industrial 
plant  that  was  developed  on  the  northern  shore  of  Islais  Creek  at  the 
terminus  of  Indiana  Street;  and 

WHEREAS,  the  Crane  is  recognized  by  the  City  Planning  Department  and  State  Office 
of  Historic  Preservation  as  a  historic  resource  that  is  eligible  for  listing  on 
the  National  Register  of  Historic  Places  pursuant  to  the  City  Planning 
Department's  2001  Central  Waterfront  Cultural  Resources  Survey;  and 

WHEREAS,  an  organization  called  the  Copra  Crane  Labor  Landmark  Association 

(CCLLA)  approached  the  Port  of  San  Francisco  with  a  proposal  to  restore 
the  Copra  Crane  as  a  Landmark  to  recognize  the  important  role  of  labor 
on  the  San  Francisco  Waterfront;  and 

WHEREAS,  over  the  years  the  Port  assisted  in  helping  the  CCLLA  achieve  its  goal  of 
restoring  the  Crane,  but  unfortunately  the  organization  was  not  able  to 
complete  the  project  and  in  2012,  the  Port  working  with  the  San  Francisco 
Municipal  Transportation  Agency  (SFMTA)  removed  the  Crane  in  an 
emergency  situation;  and 

WHEREAS,  this  grant  will  be  used  to:  a)  design  a  new  platform  to  support  the 
reassembled  Crane;  b)  develop  a  plan  to  reassemble  the  Crane  for 
ornamental  purposes  (non-functional);  c)  remove  the  deteriorated  piles 
and  structures  once  used  to  support  the  Crane;  d)  install  a  new  platform 
structure  in  the  same  location;  e)  reinstall  the  Crane;  f)  prepare  plans  for 
removal  of  the  adjacent  Pier  84  wharf  area;  and  g)  remove  the 
deteriorated  Pier  84  wharf  area;  and 

WHEREAS,  restoration  of  the  Copra  Crane  as  a  labor  landmark  and  the  removal  of  the 
dilapidated  wharf  area  adjacent  to  the  Crane  has  broad  community 
support;  and 


WHEREAS,  Consistent  with  the  California  Environmental  Quality  Act,  the  San 

Francisco  Planning  Department  issued  a  Categorical  Exemption  (Case 
No.2013.0447E)  under  Class  3,  Historic  Resource  Rehabilitation/ 
Restoration  for  the  Crane  restoration  and  a  Final  Environmental  Impact 
Report  for  the  34th  America's  Cup  &  James  R.  Herman  Cruise  Terminal 
and  Northeast  Wharf  Plaza  (Case  No.  2010.0493E)  for  the  Pier  84  wharf 
removal;  now,  therefore  be  it 

RESOLVED,  that  the  Port  Commission  hereby  authorizes  the  Executive  Director  to 
accept  and  expend  $616,534  in  grant  funds  from  the  California  Coastal 
Conservancy  and  to  conduct  all  negotiations,  and  execute  and  submit  all 
documents,  including,  but  not  limited  to  applications,  agreements, 
amendments,  and  payment  requests,  which  may  be  necessary  to  secure 
the  aforementioned  grant  funds;  and  be  it  further 

RESOLVED,  that  the  Port  Commission  authorizes  the  Executive  Director  to  execute  an 
agreement,  as  required  by  the  California  Coastal  Conservancy,  to 
indemnify  the  California  Coastal  Conservancy,  the  State  and  others  for 
liability  associated  with  the  grant  funds,  as  approved  by  the  City  Risk 
Manager  and  the  City  Attorney's  Office;  and  be  it  further 

RESOLVED,  that  the  Port  Commission  authorizes  the  Executive  Director  to  seek  Board 
of  Supervisor's  authorization  to  accept  and  expend  the  funds. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  San  Francisco 
Port  Commission  at  its  meeting  of  May  14,  2013. 


Secretary 


-P0RT2L_ 

SAN  FRANCISCO 


MEMORANDUM 

May  9,  2013 

TO:  MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 
Hon.  Mel  Murphy 

FROM:        Monique  Moyer 

Executive  Director 

SUBJECT:    Informational  Presentation  on  the  Revised  Project  Design  of  the  Golden 
State  Warriors  Arena  and  Multi-purpose  Venue  Project  at  Piers  30-32  and 
Seawall  Lot  330 

DIRECTOR'S  RECOMMENDATION:  Informational  Item  -  No  Action  Required  


Executive  Summary 

The  Golden  State  Warriors  (GSW)  have  produced  a  revised  project  design  for  its 
proposed  arena  and  multi-purpose  venue  project  at  Piers  30-32  and  Seawall  Lot  (SWL) 
330.  The  revised  design,  which  the  GSW  design  team  refers  to  as  "Version  2.0", 
incorporates  changes  in  response  to  public  comment  and  initial  review  and  comments 
from  the  City  and  regulatory  agency  staff.  The  revised  design  was  presented  to  the 
Land  Use  Committee  of  the  San  Francisco  Board  of  Supervisors  and  the  Piers  30-32 
Citizen's  Advisory  Committee  (CAC)  on  Monday  May  6,  2013.  Craig  Dykers  of  Snohetta 
will  present  Version  2.0  to  the  Port  Commission  at  its  meeting  on  May  14,  2013. 

The  project  design  has  undergone  a  number  of  changes  from  the  original  design 
concept  (Version  1 .0)  presented  to  the  public  in  October  2012.  In  general,  the  height, 
facility  capacity,  retail  program  and  parking  program  on  Piers  30-32  have  been  reduced. 
The  arena/event  facility  has  been  repositioned  on  the  pier  to  improve  public  access  and 
views,  accommodate  maritime  uses  including  a  fireboat  station  and  a  deep  water  berth 
on  the  eastern  face  of  the  pier,  and  address  a  number  of  urban  design  considerations. 
The  development  program  and  design  concept  for  SWL  330  has  undergone  substantial 
change  and  more  detailed  design  study  than  the  concept  presented  in  Version  1 .0.  The 
table  below  provides  a  summary  of  the  project  changes,  which  will  be  discussed  in  the 
Port  Commission  presentation. 
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Table  1 :  Golden  State  Warriors  Project  at  Piers  30-32  and  Seawall  Lot  330 
Project  Comparison  -  Version  1.0  and  Version  2.0 


Version  1.0 

■HBP"        '  mmmmm 
Version  2.0 

PIERS  30-32 

Event  Center  Height 

135  feet 

125  feet 

Event  Center  Seating  Capacity 

17,000-19,000 

18,000 

Retail 

105,000  GSF 

90,000  GSF 

Parking  Spaces 

630 

500 

Bike  Valet  Spaces 

0 

300 

Event  Center 

771,000  GSF 

728,000  GSF 

Open  Space  Area 

50%  of  site  (6.3  acres) 

53%  of  site  (6.7  acres) 

Deep  Water  Berth  Provided 

□ 

0 

Public  Access  Space  at  East  Edge 

Ofeet 

40  -  95  feet 

Public  View  into  Arena 

□ 

0 

SEAWALL  LOT  330 

Residential 

140,000-160,000  GSF 

208,844  GSF 

Hotel 

140,000-160,000  GSF 

178,406  GSF 

Retail 

33,000  GSF 

29,854  GSF 

Parking  Spaces 

195-300 

259 

Pedestrian  Passage  to  Embarcadero 

□ 

0 

Source:  Golden  State  Warriors 


Next  Steps 

With  the  release  of  Version  2.0,  public  meetings  of  the  Piers  30-32  CAC  and 
presentations  to  government  commissions,  boards  and  community  organizations  will 
resume.  In  addition  to  the  Piers  30-32  CAC  and  Land  Use  Committee  presentations  on 
May  6,  2013  and  the  Port  Commission  presentation  on  May  14,  2013  Version  2.0  will  be 
presented  to  the  Planning  Commission  at  its  meeting  on  May  9,  2013  and  the  San 
Francisco  Bay  Conservation  and  Development  Commission  (BCDC)  meeting  on  May 
16,2013. 

The  City  has  proposed  legislation,  AB1373  (Ting)  which  seeks  approval  from  the  State 
Legislature  that  the  development  use  program  is  consistent  with  the  public  trust  doctrine 
and  Burton  Act.  Details  regarding  the  legislative  proposal  were  presented  to  the  Port 
Commission  on  March  12,  2013  and  described  in  a  March  8,  2013  staff  report: 
http://sfport.com/modules/showdocument.aspx?documentid=5640.  Since  its  submittal, 
AB1373  has  undergone  several  amendments  based  on  discussions  and  comments 
from  staff  of  the  California  State  Lands  Commission,  BCDC,  legislative  and  assembly 
committee  staff,  and  constituents.  AB1 373  was  approved  by  the  Assembly  Local 
Government  Committee  on  May  1 ,  2013  and  is  tentatively  scheduled  for  review  by  the 
Appropriations  Committee  on  May  15,  2013  and  Full  Assembly  between  May  20  to  31, 
2013.  AB  1373  is  accessible  on  the  State  Legislature  website: 
http://leqinfo.leqislature.ca.qov/faces/billNavClient.xhtml?bill_id=201 3201 40AB1 273. 

The  Piers  30-32  CAC  and  its  sub-committees  held  public  meetings  through  March  2013 
to  receive  and  discuss  questions  and  comments  about  community  concerns  and  issues 
that  require  addressing  as  part  of  the  public  process  for  the  GSW  project.  These  issues 
have  been  integrated  into  a  matrix,  organized  by  CAC  sub-committee,  which  will  guide 
future  CAC  and  sub-committee  discussions.  The  next  meeting  of  the  full  CAC  will  be  on 
June  3,  2013.  The  Land  Use  Sub-committee  will  meet  on  May  22,  2013.  The  issues 
matrix  and  schedule  of  upcoming  meetings,  as  well  as  links  to  AB  1373  and  documents 
for  all  CAC  public  meetings  are  available  on  the  Port's  website:  sfport.com/piers30- 
32cac:  (http://sfport.com/index.aspx?paqe=21 11). 


Prepared  by:  Diane  Oshima,  Assistant  Deputy  Director 
Planning  &  Development 

Whitney  Berry 
Planning  &  Development 

For:  Byron  Rhett,  Deputy  Director 

Planning  and  Development 
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SAN  FRANCISCO 


MEMORANDUM 


May  10,  2013 


TO: 


MEMBERS,  PORT  COMMISSION 


Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Leslie  Katz 
Hon.  Willie  Adams 
Hon.  Mel  Murphy 


SUBJECT:    Informational  presentation  of  the  Term  Sheet  between  the  Port  and  Forest 


City  Development  California,  Inc.  for  the  mixed-use  development  of  the 
Pier  70  Waterfront  Site,  bordered  generally  by  20th  Street,  Michigan 
Street,  22nd  Street,  and  the  San  Francisco  Bay 


DIRECTOR'S  RECOMMENDATION:     Informational  Only;  No  Action  Required 


EXECUTIVE  SUMMARY 

Since  executing  an  Exclusive  Negotiation  Agreement  ("ENA")  in  July  201 1  for  the  mixed 
use  development  of  the  Pier  70  Waterfront  Site  (the  "Site,"  shown  on  Exhibit  A),  Forest 
City  Development  California,  Inc.  ("Forest  City"  or  "Master  Developer")  and  Port  and 
City  staff  have  negotiated  a  non-binding  term  sheet  (the  "Term  Sheet")  with  the 
proposed  financial  terms  for  the  lease  and  development  of  the  Site  (the  "Project") 
discussed  in  this  memorandum. 

Port  and  City  staff  intend  to  present  the  content  of  this  Term  Sheet  before  the  Port 
Commission  on  May  14,  2013  and  to  seek  the  Port  Commission's  endorsement  of  the 
Term  Sheet  at  the  subsequent  hearing  on  May  28,  201 3.  The  May  28  staff  report  will 
provide  additional  Project  analyses,  including  updated  Developer  financial  capacity, 
horizontal  development  cost  analysis,  analysis  of  projected  revenues  to  the  Port  and 
Master  Developer,  and  fiscal  feasibility  analysis  describing  benefits  to  the  City.  Should 
the  Port  Commission  endorse  the  Term  Sheet,  the  Board  of  Supervisors  ("Board")  then 
will  consider  it  for  endorsement.  Under  the  terms  of  the  ENA,  Phase  1  of  the  ENA 
concludes  July  12,  2013.  Required  Phase  1  benchmarks  include  endorsement  of  the 
Term  Sheet  by  the  Board. 


FROM: 
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TEL    415  274  0400 


TTY     415  274  0587 


ADDRESS    Pier  1 


BACKGROUND 


Pier  70  encompasses  69  acres  roughly  bounded  by  Mariposa,  Illinois,  and  22  Streets 
and  the  San  Francisco  Bay  along  San  Francisco's  Central  Waterfront.  The  Pier  70  area 
includes  Piers  68  and  70  and  Seawall  Lots  349  and  3492.  BAE  San  Francisco  Ship 
Repair  Inc.  ("BAE")  operates  the  Port's  ship  repair  facility  on  a  portion  of  the  site. 
Outside  of  the  BAE  lease  area,  there  are  25  buildings  on  Pier  70,  1 1  of  which  are 
currently  occupied.  The  Noonan  Building  houses  approximately  a  dozen  artist  studios. 
Other  Pier  70  tenants  include  Delancey  Street,  Affordable  Self  Storage,  Paul's  Stores, 
Multicultural  Radio,  Sims  Metals  and  the  San  Francisco  Municipal  Transportation 
Agency's  tow  yard  operated  by  AutoReturn,  which  will  soon  be  leaving  Pier  70. 

In  April  2010,  the  Port  Commission  endorsed  the  Pier  70  Master  Plan.  The  Master  Plan 
contains  goals  that  complement  and  expand  on  policies  contained  in  the  San  Francisco 
Planning  Department's  Central  Waterfront  Area  Plan,  part  of  the  City's  Eastern 
Neighborhoods  Plan. 

Pier  70  is  comprised  of  several  related  yet  distinct  sub-areas.  These  sub-areas  include 
the  Shipyard,  which  is  leased  to  BAE;  the  Cove,  which  comprises  the  northwest  corner 
of  Pier  70  and  includes  several  development  sites  and  the  proposed  Crane  Cove  Park; 
the  20th  Street  Historic  Core,  which  is  the  focus  of  a  term  sheet  between  the  Port  and 
Orton  Development  Inc.  to  rehabilitate  six  historically  significant  buildings;  the  Hill,  which 
includes  two  contiguous  vacant  parcels  at  Illinois  Street  between  20th  and  21st  Streets 
(the  "20th/lllinois  Parcel"),  the  remainder  of  Irish  Hill  and  property  owned  by  Pacific  Gas 
and  Electric  ("PG&E")  at  Illinois  Street  and  22nd  Street  (the  "Hoe  Down  Yard"),  which  the 
Port  is  negotiating  an  option  to  acquire  under  a  separate  transaction  with  PG&E;  and 
the  Waterfront  Site.  These  subareas  are  further  detailed  in  the  September  20,  2012 
Port  Commission  staff  report,  detailing  the  Port's  progress  at  Pier  70. 1 

The  Waterfront  Site,  located  in  the  southeast  quadrant  of  Pier  70,  is  the  largest  of  these 
subareas  and  is  the  principal  opportunity  area  for  new  development  at  Pier  70.  On 
May  1 1 ,  2010,  the  Port  Commission  authorized  a  Request  for  Qualifications  ("RFQ")  to 
select  a  developer  for  the  Waterfront  Site. 

In  April  201 1 ,  the  Port  Commission  selected  Forest  City  as  the  Master  Developer  of  the 
Waterfront  Site  and  in  July  201 1  approved  an  Exclusive  Negotiation  Agreement  with 
Forest  City.  The  ENA  between  the  Port  and  Forest  City  outlines  a  two-phase  approach 
to  completing  the  project  negotiations.  The  ENA  requires  the  Master  Developer  to  craft 
a  project  proposal  based  on  due  diligence  and  community  input  and  to  receive 
endorsement  from  the  Port  Commission  and  the  Board  on  business  terms  for  the 
project,  articulated  as  a  non-binding  Term  Sheet  between  the  Port  and  the  Master 
Developer,  in  Phase  1 .  The  Port  Commission  will  hear  an  informational  item  on  this 
Term  Sheet  on  May  14,  2013  and  will  be  asked  to  vote  on  whether  to  endorse  the  Term 
Sheet  at  the  subsequent  Commission  meeting  on  May  28,  2013. 


1  A  copy  of  the  Pier  70  Plans  to  Progress  staff  report  and  exhibits  may  be  found  at: 
http://www.sfport.com/modutes/showdocument.aspx?documentid=4723 
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Phase  2 


Phase  2  of  the  predevelopment  process  will  subsequently  commence  and,  according  to 
the  ENA,  may  last  three  years.  During  Phase  2,  the  Master  Developer  will  be  required  to 
complete  the  project  entitlements,  including  environmental  review  and  approvals  by  all 
necessary  regulatory  agencies.  Phase  2  will  culminate  in  the  approval  of  final 
transaction  documents  by  the  Port  Commission  and  Board,  where  necessary.  These 
documents  will  include  a  disposition  and  development  agreement  ("DDA")  which  will 
include  a  development  phasing  plan  and  series  of  long-term  leases  and/or  parcel  sale 
transactions. 

Several  policies  have  been  adopted  at  the  City  and  State  levels  to  facilitate  the 
development  of  Pier  70  including  Proposition  D  ("Prop  D")  a  Charter  amendment 
(codified  primarily  at  sections  B7.310-B7.320)  authored  by  Supervisor  Maxwell  and 
adopted  by  voters  in  2008. 

The  Conceptual  Land  Use  Plan  for  the  Project  attached  as  Exhibit  B,  applicable 
provisions  of  the  Term  Sheet,  and  the  proposed  Special  Use  District  ("SUD")  will  be 
used  as  the  basis  for  the  proposed  Prop  D  Land  Use  Plan.  The  parties  will  submit  the 
Prop  D  Land  Use  Plan  to  the  Board  for  approval  concurrently  with  the  Transaction 
Documents. 

In  addition,  Master  Developer  will  assist  the  Port  in  preparing  a  Prop  D  Financing  Plan. 
The  parties  will  agree  on  whether  the  Port  will  submit  the  Prop  D  Financing  Plan  to  the 
Board  for  consideration  concurrently  with  or  after  the  Transaction  Documents.  Before 
the  parties  complete  the  Prop  D  Land  Use  Plan,  the  Port  will  determine  the  need  for  a 
Prop  D  Financing  Plan  for  Pier  70  public  benefits  outside  the  Waterfront  Site,  which  may 
include  open  space,  historic  rehabilitation,  or  transit  serving  Pier  70. 

Public  Trust  Swap 

Portions  of  Pier  70  are  historic  uplands  that  were  never  submerged  tidelands  subject  to 
the  public  trust.  To  address  the  land  use  restrictions  and  title  uncertainties  associated 
with  Pier  70's  patchwork  of  trust  and  non-trust  parcels,  Port  staff  sought  legislation 
authored  by  Assemblymember  Tom  Ammiano  to  address  the  public  trust  at  Pier  70 
(AB  418,  201 1).  AB  418  allows  the  State  Lands  Commission  ("State  Lands")  to  approve 
a  public  trust  exchange  to  reorient  which  of  Pier  70's  lands  are  subject  to  the  trust  and 
are  free  of  the  trust. 

Port  and  Forest  City  staff  have  initiated  preliminary  discussions  with  State  Lands  staff 
about  a  proposed  trust  exchange  that  would  reorient  all  of  the  Waterfront  Site's 
development  parcels  as  non-trust  parcels  (Exhibit  C).  In  exchange,  the  trust  would  be 
added  to  equivalent  land  within  Pier  70,  including  waterfront  park  areas  and  trust  streets 
within  the  Waterfront  Site.  This  public  trust  swap  would  vastly  improve  the  Waterfront 
Site's  ability  to  attract  development  while  improving  the  quality  and  orientation  of  the 
public  trust  within  Pier  70  by  reorganizing  the  trust  over  the  Shipyard,  park  areas  and 
streets  to  access  these  areas.  After  the  Waterfront  Site  development  parcels  are 
removed  from  the  trust,  the  Port  may  sell  or  ground  lease  them  without  public  trust 
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limitations  on  use,  sale,  or  length  of  lease.  Under  AB  418,  all  revenues  from  these 
parcels  must  be  deposited  into  the  Harbor  Fund  and  used  for  trust  uses. 

Removing  the  Waterfront  Site's  development  parcels  from  the  trust  will  enable  the  Port 
Commission  and  the  Board  to  consider  sale  of  portions  of  the  Waterfront  Site  and  to 
lease  other  areas  of  the  Waterfront  Site  for  periods  of  up  to  99  years,  as  further 
discussed  under  Deal  Structure  below. 

DEVELOPER  EXPERIENCE 

Forest  City  California  Development,  Inc.  is  a  subsidiary  of  Forest  City  Enterprises,  Inc.  a 
90-year  old,  public  traded  real  estate  development  company.  As  noted  in  the  Port 
Commission  staff  report  dated  April  7,  201 1 ,2  Forest  City  is  highly  qualified  to  develop 
the  Waterfront  Site  due  to  substantial  experience  with  projects  of  similar  scope  and 
scale,  including  the  Washington  Naval  Yards  (waterfront  site  near  a  working  naval 
yard),  University  Park  at  MIT  (technology  campus  on  a  land  lease  from  Massachusetts 
Institute  of  Technology),  and  the  Presidio  Landmark  (thoughtful  new  construction  in  a 
historic  district).  Forest  City  has  strong  experience  in  public/private  partnerships,  historic 
preservation,  and  new  construction  within  historic  districts.  Forest  City  staff  dedicated  to 
the  Waterfront  Site  includes  both  local  staff  with  expertise  in  large-scale,  public/private 
San  Francisco  development  projects  and  senior  staff  with  relevant  specialized  expertise 
nationwide. 

DEVELOPER  FINANCIAL  CAPACITY 

As  noted  in  the  April  7,  201 1  Port  Commission  staff  report  Forest  City  has  exceptional 
access  to  capital  with  a  single  entity  serving  as  both  equity  investor  and  developer. 
Forest  City  holds  assets  of  $1 1 .9  billion  as  of  January  31 ,  201 0  and  has  the  ability  to 
access  equity  through  the  sale  of  publicly-traded  stock.  Port  staff  is  in  the  process  of 
reviewing  Forest  City's  most  recent  financial  statements  and  Security  and  Exchange 
Commission  filings  to  ensure  that  Forest  City's  financial  capacity  remains  excellent.  Port 
staff  will  share  the  findings  of  this  review  and  analysis  at  the  Port  Commission's  May  28, 
2013  meeting. 

PUBLIC  OUTREACH 

Forest  City  has  conducted  a  lengthy  community  outreach  effort,  reaching  out  to  over 
1 ,000  individuals  from  the  community  and  various  stakeholders,  to  better  understand 
the  site  and  surrounding  neighborhood,  potential  users  of  the  site  and  the  goals  of 
community  stakeholders.  As  part  of  this  outreach,  the  Master  Developer  has  met  with 
representatives  of  the  following  organizations  and  stakeholder  groups: 

•  Dogpatch  Neighborhood  Association 

•  Potrero  Boosters 


2  A  copy  of  the  April  7  Port  Commission  Item  9A  staff  report  and  exhibits  may  be  found  at: 
http://www.sf  port,  com/index.  aspx?page=  1 774 
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•  Potrero  Hill  Neighborhood  House 

•  Potrero  Dogpatch  Merchants  Association 

•  Noonan  Building  Artists 

•  Bethlehem  Shipyard  Museum 

•  Market  Street  Railways 

•  Mayor's  Office  of  Civic  Innovation 

•  Manufacturers  and  "makers"  operating  out  of  the  American  Industrial  Center, 
located  adjacent  to  Pier  70  and  elsewhere  in  the  Dogpatch  neighborhood 

•  Local  business  owners 

•  Cultural  institutions  and  innovators  (Museum  of  Craft  and  Design,  La  Piccola 
Scoula,  Romer  Young  Gallery,  Dogpatch  Howler,  SoMaArts,  GAFFTA, 
TechShop,  Seedling  Project,  Flux,  Intersection  for  the  Arts,  DEGW,  Fare 
Resources,  Gensler,  BurningMan),  and  local  artist  Wendy  McNaughton,  who 
researched  and  visually  represented  the  character,  values,  and  priorities  of  the 
Dogpatch  neighborhood  and  the  people  who  live  and  work  there. 

As  plans  for  the  Waterfront  Site  have  evolved,  the  Master  Developer  has  also  made 
presentations  to  members  and/or  leaders  of  following  community  groups: 

•  Port  of  San  Francisco  Central  Waterfront  Advisory  Group 

•  Dogpatch  Neighborhood  Association 

•  Potrero  Boosters 

•  BAE  Ship  Repair 

•  American  Industrial  Center 

•  San  Francisco  Bicycle  Coalition 

•  San  Francisco  Housing  Action  Coalition 

•  SF  Architectural  Heritage  (Issues  Committee) 

•  Port  Commission 

•  California  State  Lands  Commission 

•  Bay  Conservation  and  Development  Commission 

The  Project  team  has  also  held  three  community  open  houses  on  plans  for  the 
Waterfront  Site,  attracting  approximately  600  attendees.  These  open  houses  have 
consisted  of  site  tours,  presentations  on  the  proposed  Project  design  and  vision,  and 
opportunities  to  provide  feedback  on  the  ideas  being  presented.  This  feedback  has 
informed  and  improved  Forest  City's  concept  plan  ("Waterfront  Site  Plan"  or  "Plan"). 

LAND  USE  PROGRAM  SUMMARY 

Utilizing  the  Port's  Pier  70  Preferred  Master  Plan3  as  a  basis  for  developing  the 
Waterfront  Site's  land  use  plan,  Master  Developer  has  refined  the  Preferred  Master's 
Plan's  concept  while  continuing  to  meet  its  goals.  In  developing  the  Waterfront  Site 
Plan,  Forest  City  conducted  extensive  and  comprehensive  due  diligence.  In  addition  to 


3  See  January  27,  2013  Port  Commission  Staff  Report  on  Forest  City  Concept  Plan  and  Pier  70  Preferred 
Master  Plan  http://www.sf port. com/modules/showdocument.aspx?documentid=5294 

-  5  - 


conducting  the  extensive  community  outreach  described  in  the  previous  section,  the 
Master  Developer  studied  real  estate  market  conditions  and  completed  detailed 
infrastructure  analyses  and  cost  analyses. 

Forest  City  also  completed  user  and  industry  research  to  explore  how  today's  most 
innovative  companies  and  workplaces  are  changing  the  form  of  commercial 
development.  They  examined  these  companies,  which  are  among  the  types  of  tenants 
Forest  City  hopes  to  attract  to  the  Waterfront  Site,  and  their  desire  to  locate  in  urban 
environments  that  contain  a  broad  mix  of  creative  and  cultural  uses  and  authentic 
character. 

Based  on  this  research,  the  Master  Developer  established  a  series  of  "Principles  of 
Place"  to  guide  the  creation  of  a  neighborhood  that  reflects  the  type  of  experiences, 
activities,  uses,  and  sensibility  that  community  stakeholders  desire  for  the  Pier  70 
waterfront.  Calling  for  a  vibrant,  authentic  place  with  character  similar  to  that  of  the 
adjacent  Dogpatch  neighborhood,  these  principles  are  consistent  with  the  Port 
Commission's  Master  Plan  for  Pier  70  and  include: 

•  Integrate  the  industrial  past  and  rich  history  of  the  site 

•  Build  sufficient  density  to  support  an  active,  locally-inspired  waterfront  experience 

•  Include  a  mix  of  uses,  reflecting  the  best  of  San  Francisco's  unique 
neighborhoods 

•  Create  spaces  for  the  art,  making,  and  design  communities 

Building  on  these  principles,  the  Master  Developer  has  developed  a  conceptual-level 
plan  for  the  Waterfront  Site.  This  Plan  calls  for  mixed-use  development  that  includes 
new  waterfront  parks,  commercial  office  space,  traditional  retail  and  space  for  artists, 
makers,  cultural  events  and  other  creative  sector  users,  as  well  as  the  addition  of 
housing.  The  Port  and  Master  Developer  anticipate  that  the  Project  will  continue  to 
evolve  through  modifications  made  through  the  environmental  review  process,  the 
public  review  processes  and,  with  regard  to  the  final  mix  of  commercial  and  residential 
uses,  to  market  demands. 

Land  Use  Program 

The  Master  Developer  proposes  dividing  the  Waterfront  Site  into  20  to  25  buildable 
parcels  which  would  be  developed  as  a  mix  of  commercial/office,  retail,  residential  and 
parking  uses.  The  Project  will  also  include  an  "Innovation,  Retail  and  Arts"  use,  which 
will  include  local-serving  retail,  arts  and  culture,  small  scale  production,  and  market  hall 
uses.  These  uses  will  permeate  the  street  level  environment,  activating  the  Site  and 
creating  distinct  character,  which  in  turn  will  make  the  Waterfront  Site  a  more  attractive 
place  to  live  and  work. 

The  Project  is  proposed  to  include  up  to  3.25  million  gross  leasable  square  feet  ("gsf") 
of  above-grade  development,  comprised  of  newly  constructed  buildings  ("Vertical 
Development")  and  historic  rehabilitation  of  existing  industrial  buildings  (the  "Historic 
Improvements")  consistent  with  the  Secretary  of  the  Interior's  Standards  for  the 
Treatment  of  Historic  Properties  (the  "Secretary's  Standards").  This  figure  does  not 
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include  square  footage  allocated  to  accessory  and  district  parking  or  the  20  /Illinois 
Parcel. 

The  Term  Sheet  establishes  the  Vertical  Development  program  at  build-out  as: 

a)  Residential:  950  units  in  approximately  800,000  gsf  of  space,  which  may 
increase  under  the  flexible  zoning  described  under  Site  Zoning  below 

b)  Commercial,  including  Class  A  office  and  research  and  development  space:  up 
to  2.25  million  gsf,  adjusted  according  to  the  amount  of  residential  and  other 
commercial  uses  constructed  at  the  site 

c)  Innovation,  Retail  and  Arts:  up  to  400,000  gsf,  including  up  to  120,000  gsf  of 
retail/arts  or  ancillary  space  in  Buildings  E-1 A  and  E-1 B  and  space  in  the  ground 
floors  of  commercial  and  residential  parcels 

The  Term  Sheet  establishes  the  Historic  Improvements  program  as: 

d)  Buildings  1 2  and  21 :  approximately  1 1 5,000  gsf  of  retail/arts  or  ancillary  space 
and  approximately  60,000  gsf  of  commercial  office  use 

e)  Building  2:  approximately  1 1 0,000  square  feet  of  residential  development  (about 
120  units) 

Open  Spaces,  Parks  and  Recreation 

The  Project  will  include  approximately  7  acres  of  new  publicly  accessible  open  space 
that  connects  the  Waterfront  Site  with  surrounding  neighborhoods  and  the  waterfront. 
The  land  use  concept  envisions  these  parks  as  a  series  of  four  open  space  "rooms." 
These  open  spaces  will  benefit  from  adjacent  new  indoor  uses  that  will  attract  visitors 
and,  in  some  cases,  help  activate  the  opens  spaces. 

The  overall  open  space  program  is  designed  to  complement  the  adjacent  system  of 
waterfront  open  spaces  (the  Blue  Greenway/Bay  Trail)  and  will  be  designed  so  that  the 
"rooms"  can  be  programmed  distinctly  but  can  also  be  experienced  together  as  a  single 
large  open  space.  These  park  spaces  will  function  as  follows: 

1 .  Market  Square  will  be  a  courtyard-type  open  space  bounded  by  two  of  the 
Waterfront  Site's  historic  resources,  Buildings  2  and  12.  Market  Square  will  be 
the  most  intimate  open  space  at  the  Waterfront  Site  and  will  be  activated  by  the 
adaptive  reuse  of  Building  12.  It  will  connect  to  the  future  Machine  Shop 
Courtyard  Open  space  planned  for  the  Historic  Core  district  of  Pier  70  (being 
developed  by  Orton  Development).  Market  Square  is  designed  to  accommodate 
special  events  and  market  days,  which  will  complement  the  adjacent  production 
uses  and  help  activate  the  open  space. 

2.  Slipways  Commons  will  be  the  primary  open  space  that  connects  the  Waterfront 
Site's  historic  resources  to  the  waterfront.  Slipways  Commons  will  be  a 
significant  design  feature  of  the  Pier  70  Waterfront  Site  and  generally  aligns  with 
the  former  World  War  II  slipways  that  connect  the  water  to  Building  1 2.  The 
Innovation,  Retail  and  Arts  ground  floor  uses  adjacent  to  this  open  space  will 
help  activate  the  open  space. 


3.  The  Point  will  be  a  shoreline  open  space  that  connects  with  an  extended 

20th  Street  to  the  North  and  Slipways  Commons  to  the  south.  This  space  will  be  a 
contemplative  open  space  that  offers  great  views  to  the  ship  repair  dry  dock 
operations  and  City  skyline.  The  Blue  Greenway  will  be  aligned  through  this  open 
space. 

4.  Slipway  Promenade  will  be  another  shoreline  open  space  that  connects  to 
Slipway  Commons  to  the  north  and  is  accessible  at  the  terminus  of  an  extended 
22nd  Street.  This  open  space  will  include  the  exposed  ends  of  former  slipways, 
which  extend  into  the  Bay  and  offer  vistas  of  the  Bay  and  City  skyline.  The 
Slipway  Promenade  will  also  be  activated  by  ground  floor  retail,  including 
restaurants  and  cafes.  The  Blue  Greenway  alignment  will  be  through  this  open 
space,  which  is  designed  to  connect  with  the  future  shoreline  open  space  to  be 
built  at  the  former  Potrero  Power  Plant  site  as  part  of  that  site's  redevelopment. 

In  addition  to  the  open  spaces  described  above,  the  Waterfront  Site's  design  includes  a 
series  of  small  plaza  areas  adjacent  to  the  historic  buildings  and  more  active 
recreational  uses  on  the  rooftops  of  parking  garages  adjacent  to  Irish  Hill.  The 
development  of  these  parks  and  open  spaces  will  be  distributed  among  the  Project 
phases  to  assure  completion  is  concurrent  with  the  completion  of  adjacent  vertical 
development. 

Parks  and  open  spaces  will  be  owned  by  and  remain  under  the  jurisdiction  of  the  Port 
and  will  be  programmed  by  Developer,  subject  to  Port  approval  and  conditions  of  the 
San  Francisco  Bay  Conservation  and  Development  Commission  ("BCDC")  major  permit 
applicable  to  the  Waterfront  Site.  Maintenance  of  the  parks  and  open  spaces  is 
proposed  to  be  funded  by  Mello-Roos  special  taxes  imposed  on  privately-owned  and 
occupied  land  and  buildings  on  the  Waterfront  Site. 

Historic  Resources 

The  Master  Developer's  plan  for  the  Waterfront  Site  is  consistent  with  the  Port's  plan  for 
the  treatment  of  the  historic  resources  at  Pier  70.  The  Port's  Pier  70  Master  Plan 
includes  a  historic  preservation  strategy  based  on  extensive  research  regarding 
Pier  70's  eligibility  as  a  National  Register  Historic  District.  The  Port  has  prepared  the 
required  nomination  to  the  National  Register  of  Historic  Places.  The  Port  will  take  the 
lead  in  securing  the  historic  district  designation,  which  will  allow  access  to  historic 
preservation  funding  sources  and  provide  a  framework  for  preservation  and 
revitalization  of  the  district.  The  Pier  70  Master  Plan  recognizes  that  significant  new 
development  is  required  to  fund  the  historic  preservation  and  establishes  design 
guidelines  to  integrate  that  new  development  with  historic  preservation. 

The  Plan  anticipates  that  some  existing  historic  buildings  will  need  to  be  removed  from 
the  Waterfront  Site  and  that  others  can  benefit  from  adding  useable  floor  area.  At  the 
Waterfront  Site,  Buildings  2,  12,  and  21 ,  which  total  approximately  260,000  square  feet, 
will  be  preserved.  Their  rehabilitation  must  comply  with  both  the  Secretary's  Standards 
and  the  overall  vision  for  the  Pier  70  National  Register  Historic  District. 
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These  buildings  will  provide  the  foundation  for  an  authentic,  interesting,  and  attractive 
place  that  preserves  historic  neighborhood  character,  but  urban  design  is  also  critical  to 
achieving  these  historic  district  goals.  The  Pier  70  Preferred  Master  Plan's  Infill  Design 
Criteria  include  guidelines  for  preserving  and  highlighting  historic  qualities  including  the 
landscape,  Bay  shoreline,  and  the  urban  and  industrial  pattern  of  streets,  rail  lines, 
slipways,  and  docks.  The  Waterfront  Site  has  been  designed  with  special  attention  to 
these  considerations.  The  Project's  proposed  development  density  will  further  highlight 
the  Waterfront  Site's  historic  character  by  restoring  the  Site  to  historic  population  levels. 

District  Parking 

Up  to  three  of  the  Waterfront  Site's  parcels  will  hold  structured  parking  ("District 
Parking"  facilities)  totaling  approximately  1 ,200  parking  spaces.  A  portion  of  these 
parking  spaces  will  be  allocated  to  the  occupants  of  buildings  that  contain  no  parking  or 
insufficient  parking.  This  District  Parking  approach  will  reduce  the  Project's  costs,  as 
parking  spaces  within  parking  structures  can  be  built  in  later  Project  phases  and  are 
less  costly  to  build  than  parking  spaces  in  mixed-use  buildings,  which  in  turn  will  make 
the  underlying  Port  land  more  valuable.  Because  the  District  Parking  will  be  provided  in 
three  separate  garage  structures,  the  Port  and  Forest  City  will  be  able  to  periodically  re- 
examine parking  needs  and  consider  reduced  parking  ratios  in  later  phases  if  justified 
by  improvements  in  transit  service  to  Pier  70.  Reducing  total  parking  would  further 
reduce  project  costs  in  addition  to  supporting  the  City's  transportation  goals  and  allow 
the  required  land  to  be  used  for  other  residential  or  commercial  development.  The 
Term  Sheet  also  provides  that  if  the  Port  identifies  additional  funding,  the  District 
Parking  Facilities  may  be  increased  in  size  to  accommodate  other  Pier  70  parking 
needs,  such  as  parking  for  the  20th  Street  Historic  Core. 

The  final  transaction  documents  will  include  an  agreement  on  how  District  Parking 
Facilities  will  be  financed,  owned,  and  managed.  The  Term  Sheet  describes  a  preferred 
public  financing  strategy  for  the  District  Parking  Facilities  and  several  other  financing 
strategies  that  the  parties  will  continue  to  explore  until  the  final  Transaction  Documents 
are  prepared.  Each  of  these  strategies  contemplates  Port  control  of  the  garages  once 
any  Master  Developer  capital  has  been  repaid,  with  a  reasonable  return. 

Affordable  Housing 

New  rental  housing  built  for  the  Project  will  meet  City  inclusionary  housing 
requirements.  The  Port  and  Master  Developer  will  explore  the  feasibility  of  producing 
80/20  tax  credit  projects  in  which  individual  residential  rental  buildings  would  include 
20%  inclusionary  housing.  The  tax  credits  would  enable  the  Project  to  deliver  a  greater 
number  of  affordable  onsite  units  without  increasing  costs. 

The  Master  Developer  will  continue  to  work  with  the  City,  including  the  Mayor's  Office  of 
Housing,  to  develop  a  preferred  affordable  housing  strategy  for  possible  condominium 
development  and  to  explore  other  alternative  ways  to  meet  affordable  housing 
requirements.  Regardless  of  what  types  and  percentages  of  affordable  housing  the 
Project  provides,  that  affordable  housing  must  be  delivered  in  a  balanced  manner 
throughout  the  phasing  of  the  Project. 
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Transportation  Demand  Management  Plan 

The  Master  Developer  will  coordinate  with  the  Port  and  other  Port  Pier  70  tenants  to 
implement  a  Transportation  Demand  Management  Plan  that  provides  a  comprehensive 
strategy  to  manage  the  transportation  demands  created  by  the  Project.  The  mixed-use 
nature  of  the  Project's  land  use  program,  the  transit  options  in  the  Central  Waterfront, 
and  the  Waterfront  Site's  proximity  to  transportation  resources  and  services  support  an 
overall  strategy  of  reducing  single-occupancy  vehicle  trips  and  vehicle  miles  traveled. 
The  Project  will  foster  multiple  modes  of  sustainable  transportation  and  emphasize 
pedestrian,  bicycle,  and  public  transit  options.  The  Master  Developer  and  the  Port  will 
also  work  with  SFMTA  to  explore  opportunities  for  enhanced  transit  service  that  serves 
the  entirety  of  the  Pier  70  district  as  well  as  the  growing  Dogpatch  neighborhood. 

Jobs  and  Equal  Opportunity  Program 

The  Master  Developer  and  the  Port  anticipate  that  the  build-out  of  the  Project  will  create 
thousands  of  construction  and  permanent  jobs  and  that  the  planning,  design,  and 
construction  work  will  provide  substantial  contracting  opportunities  for  local  contractors 
and  professional  service  firms  as  well  as  countless  businesses,  employers,  and 
organizations.  The  Master  Developer  will  implement  a  Jobs  and  Equal  Opportunity 
Program  designed  to  ensure  that  a  portion  of  the  jobs  and  contracting  opportunities 
generated  by  the  Project  be  directed,  to  the  extent  possible  (based  on  the  type  of  work 
required  and  consistent  with  collective  bargaining  agreements),  to  local,  small,  and 
economically  disadvantaged  companies  and  individuals. 

Site  Zoning 

The  Master  Developer  and  the  Port  will  work  with  the  Planning  Department  to  establish 
the  development  parameters  for  the  Project  through  a  Special  Use  District  ("SUD"), 
which  will  be  incorporated  into  the  City's  Planning  Code  after  environmental  review  is 
complete  and  the  Project  has  been  approved  by  appropriate  Port  Commission,  Planning 
Commission,  Board,  and  other  regulatory  actions.  The  Waterfront  Site  is  currently 
zoned  M-2  (Heavy  Industrial). 

A  critical  element  of  the  design  proposal  for  the  Project  is  the  need  for  flexibility  to 
respond  to  future  market  demands.  The  proposed  SUD  will  designate  certain  parcels  as 
residential,  certain  parcels  as  commercial,  and  certain  parcels  to  be  zoned  flexibly  to 
respond  to  future  market  conditions,  subject  to  a  Waterfront  Site-wide  maximum  of 
3.25  million  gsf. 

Master  Developer  intends  to  propose  that  the  SUD  establish  the  following  for  the 
Waterfront  Site,  among  other  controls  on  development: 

(i)      permitted  uses,  including  flexible  zoning  to  permit  designated  Development 
Parcels  to  be  developed  for  either  commercial  or  residential  uses  to  allow  for 
development  that  responds  to  market  conditions4; 


4  Master  Developer  and  Port  will  examine  different  flexible  zoning  arrangements  during  the  Project 
entitlement  phase,  including  Project  variants  with  up  to  2,000  residential  units  and  corresponding 
reductions  in  commercial  space  within  the  sitewide  maximum  development  envelope  of  3.25  million  gsf  of 
space.  These  Project  variants  will  be  subject  to  public  review  during  the  entitlement  phase. 
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(ii)  height  limits  ranging  from  30  feet  to  230  feet; 

(iii)  building  controls  regarding  density,  massing,  and  tower  separation;  and 

(iv)  parking  controls  consistent  with  the  parking  ratios  described  in  the  Term 
Sheet. 

A  key  design  tenet  is  to  retain  lower-scale  buildings  over  the  slipways  and  to  consider 
how  best  to  locate  height  in  relation  to  historic  structures,  open  space,  and  the 
waterfront,  while  also  incorporating  the  density  necessary  to  support  required 
infrastructure  costs,  project  feasibility,  and  foot  traffic.  To  retain  this  required  density,  a 
limited  number  of  taller  structures  of  up  to  230  feet  in  height  could  be  located  on  the 
Waterfront  Site,  within  identified  height  zones.  Community  design  engagement  is 
ongoing  and  will  further  assist  in  defining  the  heights,  which  will  likely  be  represented  in 
the  SUD  as  ranges  corresponding  to  particular  uses  and  parcels. 

Master  Developer  will  work  with  Planning  and  Port  staff  to  develop  design  guidelines  for 
development  parcels  included  in  the  SUD  that  will  inform  design  review.  Following 
Planning  Commission  and  Board  approval  of  the  SUD  and  related  actions,  the  Port  staff 
will  request  Port  Commission  actions  to  amend  the  Waterfront  Land  Use  Plan  to 
incorporate  the  SUD's  development  controls  and  limitations  and  the  Waterfront  Design 
and  Access  Element  of  the  Waterfront  Land  Use  Plan  to  incorporate  design  and  design 
review  guidelines  for  the  developable  parcels  in  the  SUD. 

Sustainability 

The  Master  Developer  will  implement  a  Sustainability  Plan  that  will  provide  a 
comprehensive  strategy  for  the  Project  to  exhibit  the  concepts  and  practices  of 
sustainable  community  development  throughout  the  lifespan  of  the  Project.  The  Master 
Developer  will  collaborate  with  the  Port  and  the  City,  specifically  the  Department  of  the 
Environment,  the  Planning  Department,  and  the  Port  Planning  Division,  to  develop  the 
Sustainability  Plan,  which  will  be  included  in  the  final  development  agreement. 

Multiple  sustainable  site  strategies  are  being  considered  from  the  outset  of  horizontal 
development  to  enable  vertical  development  design  proposals  to  exceed  compliance 
with  Port  Building  Code  requirements  and  achieve  Project  goals  for  integrated 
sustainable  design  and  a  low  carbon  community.  The  Project  will  also  pursue  status  as 
a  Type  1  Eco-District5  through  the  Planning  Department's  Eco-Districts  initiative. 
Regardless  of  which  specific  sustainability  approaches  are  implemented  at  the 
Waterfront  Site,  the  Project  will  strive  to  be  a  leader  in  the  realm  of  long-term 
sustainability  planning  and  design. 


5  Eco-Districts  are  characterized  by  a  large  amount  of  undeveloped  land  typically  owned  by  a  single 
property  owner  and  are  a  strategy  for  integrating  building  and  infrastructure  projects.  Type  1  Eco-Districts 
enable  horizontal  infrastructure  development  to  be  implemented  in  advance  of  vertical  development  to 
help  optimize  Eco-District  goals.  This  type  of  Eco-District  maximizes  efficiencies  in  the  delivery  of  goods 
provided  by  infrastructure  through  district-scale  systems. 
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BCDC  and  State  Lands 

The  Port  and  Master  Developer  will  apply  jointly  to  secure  state  and  regional  approvals 
as  necessary.  These  include  State  Lands  staff  approval  of  the  Pier  70  public  trust 
exchange  (described  in  greater  detail  in  the  Public  Trust  Swap  section  above)  and 
BCDC  approval  of  any  development  within  100  feet  of  the  shoreline.  The  Port  and 
Master  Developer  also  will  consult  with  BCDC  and  the  Association  of  Bay  Area 
Governments  regarding  the  approach  to  realigning  the  San  Francisco  Bay  Trail  and  the 
Blue  Greenway  through  Pier  70  as  the  area  is  developed. 

DEAL  STRUCTURE 

Overview  of  Financial  Structure 

The  Term  Sheet  discussions  between  the  Port  and  Master  Developer  have  yielded  a 
financial  structure  where  the  Master  Developer  is  responsible  for  funding  (a)  entitlement 
of  the  Waterfront  Site  and  certain  other  portions  of  Pier  70  area,  including  the  parcels 
along  Illinois  Street  between  Mariposa  Street  and  22nd  Street  (including  the  Port-owned 
20th/lllinois  Parcel  and  PG&E's  Hoe  Down  Yard,  subject  to  PG&E's  consent),  and  (b) 
development  of  infrastructure  and  public  facilities  at  the  Waterfront  Site,  including 
underground  utilities,  site  preparation,  streets  and  sidewalks,  parks  and  open  spaces, 
and  the  rehabilitation  of  historic  Buildings  2,  12,  and  21 .  The  Port  and  City  retain  the 
right  to  deploy  other  funding,  including  public  financing  in  the  form  of  Community 
Facilities  District6  ("CFD")  and  Infrastructure  Financing  District7  ("IFD")  proceeds,  to 
directly  finance  publicly-owned  infrastructure  and  public  facilities  that  are  eligible  uses 
under  CFD  Law  and  IFD  Law  ("Qualified  Project  Costs")  (utilities,  streets,  parks,  etc.)  in 
lieu  of  Master  Developer's  private  equity  ("Developer  Capital"). 

The  Port  and  the  City  will  be  obligated  to  acquire  infrastructure  and  public  facilities  from 
Master  Developer  in  accordance  with  a  Financing  Plan  and  Acquisition  Agreement  that 
will  be  incorporated  into  the  DDA.  Under  the  financial  structure  for  this  transaction,  the 
Port  will  apply  land-secured  financing  (CFD  and  IFD  proceeds)  to  the  maximum  extent 
permitted  by  law  to  pay  for  Qualified  Project  Costs  before  using  net  project  revenues, 
consisting  of  (a)  revenues  from  the  lease  or  sale  of  the  20th/lllinois  Parcel,  (b)  the  fair 
market  value  of  land  transferred  for  vertical  development  by  ground  lease  or  sale  and 
(c)  one-half  of  unique  new  interim  leasing  revenues  that  the  Port  receives  at  the 
Waterfront  Site  with  Forest  City's  assistance. 


6  The  Board  of  Supervisors,  with  the  Port  Commission's  approval  as  property  owner,  may  form  a 
Community  Facilities  District  to  levy  special  taxes  within  a  development  area  to  fund  capital  improvements 
and  certain  maintenance  expenses  pursuant  to  the  Mello-Roos  Community  Facilities  Act  of  1982  (Cal. 
Gov.  Code  §§  53311-53368.3)  or  the  San  Francisco  Special  Tax  Financing  Law  (Admin.  Code  ch.  43, 
Art.  10)  (in  either  case,  "CFD  Law"). 

7  The  Board  of  Supervisors  may  form  an  Infrastructure  Financing  District  to  capture  growth  in  property  or 
possessory  interest  taxes  from  planned  development  to  fund  eligible  capital  improvements  (Cal.  Gov. 
Code  §§  53395-53397.11)  ("IFD  Law").  On  April  23,  2013,  the  Board  of  Supervisors  adopted  Guidelines 
for  the  Establishment  and  Use  of  an  Infrastructure  Financing  District  with  Project  Areas  on  Land  under  the 
Jurisdiction  of  the  San  Francisco  Port  Commission. 
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Net  project  revenues  will  be  used  first  to  pay  Master  Developer  a  market-based  18% 
cumulative  annual  return  (including  a  negotiated  cost  of  carry  on  Qualified  Project 
Costs)  ("Developer  Return")  on  its  Developer  Capital.  Under  the  financial  structure  for 
this  transaction,  the  Port's  receipt  of  net  project  revenues  from  the  ground  lease  or  sale 
of  parcels  will  toll  the  accrual  of  Developer  Return  (except  the  cost  of  carry  on  Qualified 
Project  Costs).  To  the  extent  that  land-secured  financing  is  not  sufficient  or  available, 
net  project  revenues  would  be  available  to  repay  Developer  Capital. 

Once  these  sources  have  paid  the  Developer  Return  and  repaid  Developer  Capital, 
subsequent  lease  or  sale  proceeds  arising  from  the  Project  will  be  divided  between  the 
Port  (55%)  and  Master  Developer  (45%).  The  Port  will  also  receive  a  share  of  increases 
in  land  value  through  various  forms  of  participation  in  vertical  development.  The  overall 
financial  structure  is  discussed  in  more  detail  in  the  remainder  of  this  Section. 

The  proposed  deal  is  structured  around  the  principle  that  the  parties  will  strive  to 
maximize  the  amount  of  public  finance  proceeds  available  to  pay  for  publicly-owned 
infrastructure  and  public  facilities,  minimize  the  amount  of  Master  Developer's  private 
equity  used  for  these  purposes,  and  provide  Master  Developer  a  risk-adjusted,  market- 
rate  return  on  equity. 

Early  Land  Proceeds 

The  20th/l llinois  Parcel,  consisting  of  two  contiguous  parcels  divided  by  a  proposed  new 
21st  Street,  is  an  important  lead  development  parcel  located  outside  the  Waterfront  Site 
as  shown  in  Exhibit  D.  The  parcel  is  proximate  to  existing  utility  infrastructure  in  Illinois 
Street,  and  is  planned  as  the  first  new  development  parcel  to  go  to  market  at  Pier  70  (all 
of  the  20th  Street  Historic  Buildings  under  ENA  contract  with  Orton  Development  Inc.  are 
outside  of  the  Waterfront  Site).  The  Term  Sheet  provides  a  mechanism  to  competitively 
bid  the  20th/lllinois  Parcel  early  to  toll  the  accrual  of  Developer  Return  on  Master 
Developer's  entitlement  costs  as  soon  as  feasible  after  the  Project  is  approved  by  the 
Board.  If  the  Port  has  not  competitively  bid  the  site  within  a  year  and  transferred 
resulting  proceeds  to  Master  Developer  within  14  months,  the  Term  Sheet  provides  a 
mechanism  for  Master  Developer  to  buy  or  lease  the  parcel  on  a  prepaid  basis  at  its 
appraised  fair  market  value  ("FMV"),  which  would  also  serve  to  toll  the  accrual  of 
Developer  Return  (excluding  the  cost  of  carry  on  Qualified  Project  Costs)  on  Master 
Developer's  entitlement  costs. 

Master  Developer  will  also  be  obligated  to  cause  a  Vertical  Developer  to  enter  into  a 
fully  prepaid  ground  lease  with  the  Port  for  the  first  development  parcel  scheduled  for 
vertical  development  in  Phases  1  and  2  at  the  appraised  FMV  within  two  years  after  the 
applicable  Phase  begins.  If  the  Ground  Lease  does  not  close  within  this  2-year  period, 
the  Port  will  have  the  right  to  offer  the  parcel  publicly  at  its  FMV,  which  will  in  no  event 
be  less  than  a  minimum  price  established  by  the  parties  at  DDA  for  each  parcel.  The 
purpose  of  this  requirement  is  not  to  pay  for  Qualified  Project  Costs  (including  the  costs 
of  carry),  because  the  purchase  price  for  the  Infrastructure  and  Public  Facilities  will  not 
have  not  been  paid,  but  to  toll  the  accrual  of  Developer  Return  (excluding  the  cost  of 
carry  on  Qualified  Project  Costs)  and  satisfy  the  spirit  of  AB  418,  which  requires  the  Port 
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to  maximize  the  amount  of  trust  termination  revenues  that  will  be  available  for  the 
purposes  authorized  under  AB  41 8. 

Parcelization  Strategy 

The  Project's  land  disposition  strategy  will  treat  the  Waterfront  Site  as  a  series  of  20-25 
individual  development  parcels,  as  described  above.  Each  parcel  will  be  leased  or  sold 
to  a  "Vertical  Developer"  that  will  construct  the  buildings  planned  for  that  parcel  and 
receive  revenues  from  renting  or  selling  the  space  within  them.  For  the  majority  of 
parcels,  Forest  City  or  its  affiliates  will  have  the  option  to  serve  as  Vertical  Developer  for 
each  parcel  at  FMV  determined  by  appraisal  at  the  time  of  the  option.  In  instances 
when  Forest  City  declines  this  option,  a  third  party  Vertical  Developer  will  be  selected 
through  a  competitive  process.  In  all  such  instances,  the  sale  or  lease  price  will  be 
verified  as  fair  market  value  through  consultation  with  the  State  Lands  staff  prior  to 
lease  execution  to  meet  AB  41 88  requirements. 

The  Term  Sheet  treats  several  of  the  parcels  in  a  different  manner.  Two  parcels 
adjacent  to  the  planned  Slipways  Commons  park  are  identified  as  locations  for 
placemaking  uses  including  Innovation,  Retail  and  Arts  space.  These  parcels  will 
contain  new  buildings  that  are  projected  to  cost  more  than  the  property  values  that  the 
projected  rents  from  these  placemaking  uses  would  generate,  which  may  result  in  what 
amounts  to  a  negative  land  value.9  As  such,  the  parties  intend  that  these  two  parcels 
will  be  transferred  to  Master  Developer  under  99  year  leases  with  no  obligation  to  pay 
ground  lease  rent.  Forest  City  will  be  obligated  to  fund  the  marginal  costs  of  these 
buildings  at  its  own  expense,  but  the  Port  and  Master  Developer  will  continue  to  work 
with  bond  counsel  to  identify  a  public  financing  strategy  to  address  these  marginal  costs 
in  a  manner  consistent  with  CFD  Law  and  IFD  Law.  The  SUD  and  the  DDA  will  include 
flexible  zoning  and  mechanisms  that  will  enable  developing  these  sites  for  other  uses  if 
the  currently  proposed  program  is  not  deemed  programmatically  or  economically  viable. 

Leases  for  the  historic  buildings  within  the  Waterfront  Site  may  each  be  structured  in  a 
somewhat  different  manner.  The  parties  expect  that  the  rehabilitation  of  Building  2, 
currently  intended  to  be  rehabilitated  for  residential  rental  housing,  will  be  leased 
according  to  the  FMV  appraisal  process  described  above.  Buildings  12  and  21  may 
require  public  financing  in  the  form  of  IFD  proceeds  to  fund  the  historic  rehabilitation  of 
these  resources.  Like  many  other  adaptive  reuse  developments  involving  historic 
structures  with  significant  deferred  maintenance  and  a  program  goal  of  significant  public 
access,  these  sites  may  not  have  a  positive  land  value.  Accordingly,  the  Parties  will 
continue  to  examine  the  best  financial  structure  for  the  leases  for  Buildings  1 2  and  21 , 
finalizing  this  portion  of  the  negotiation  before  the  Project  is  submitted  to  the  Board  for 
approval. 


AB  41 8  (Assemblyman  Tom  Ammiano,  201 1 )  authorizes  a  public  trust  exchange  of  parcels  within 
Pier  70  and  requires  the  Port  to  lease  or  sell  lands  that  are  free  of  the  trust  for  fair  market  value,  with 
proceeds  to  be  deposited  in  the  Port's  Harbor  Fund. 

9  These  placemaking  buildings  are  proposed  to  be  constructed  on  top  of  the  Waterfront  Site  slipways, 
which  require  partial  pile  support  along  the  edge  of  the  slipways,  with  building  foundations  cantilevered 
over  the  concrete  slipway  structures  themselves.  Piles  cannot  be  driven  through  the  existing  slipways. 
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Leases  for  the  development  parcels,  including  the  historic  Buildings  2,  12,  and  21 ,  will 
be  for  terms  of  99  years.  The  Term  Sheet  contemplates  sale  of  some  parcels  for 
residential  condominium  uses  only,  subject  to  transfer  fees  on  the  second  and 
subsequent  sales  of  units  of  1 .5%  in  perpetuity.  The  parties  will  negotiate  and  include 
in  the  DD  a  maximum  percentage  of  total  residential  units  to  be  developed  as 
condominiums.  In  California,  the  market  disfavors  property  interests  less  than  a  fee  for 
residential  condominiums. 

City  staff  supports  this  diverse  approach  to  housing,  including  inclusionary  on-site 
affordable  housing,  to  allow  families  of  different  income  levels  and  different  needs  to 
reside  at  Pier  70,  including  prospective  home  owners  and  renters.  This  approach  will 
increase  market  absorption  and  speed  development  of  the  Waterfront  Site  as  well  as 
supporting  the  creation  of  a  district  that  is  attractive  to  office  users  to  support  the 
viability  of  commercial  office  use  at  Pier  70. 

Phased  Development  and  Related  Infrastructure 

To  most  efficiently  align  the  delivery  of  infrastructure  and  buildings,  horizontal 
development  will  occur  in  four  phases.  Each  phase  will  consist  of  at  least  one 
Development  Parcel,  related  infrastructure,  and  commensurate  public  benefits.  The 
DDA  will  provide  specific  requirements  for  each  phase,  ensuring  that  the  delivery  of 
parks  and  other  public  benefits  will  be  fairly  distributed  among  phases.  It  will  also 
include  a  Project  Phasing  Schedule  that  takes  into  account  each  phase's  bonding  and 
other  financial  capacity. 

Exhibit  E  of  this  report  shows  conceptual  Project  phasing  that  reflects  these 
considerations  and  that  has  informed  the  Port  and  Master  Developer's  financial  analysis 
of  proposed  Project  terms.  However,  the  Master  Developer  will  retain  the  ability  to 
modify  the  scope  of  each  phase  and  to  develop  phases  in  a  different  order  from  the 
Project  Phasing  Schedule,  subject  to  the  Port's  reasonable  approval.  The  Term  Sheet 
aligns  the  Port's  and  the  Master  Developer's  interests  in  using  flexible  phasing  to 
quickly  move  development  forward  when  supported  by  market  conditions. 

Horizontal  Development  Costs 

The  Master  Developer  will  incur  horizontal  development  costs  for  predevelopment 
activities  (e.g.  design,  environmental  review,  the  negotiations  process),  site  preparation, 
utility  installation  (e.g.  power,  water,  and  sewer  infrastructure),  street  and  sidewalk 
construction,  and  development  of  parks  and  open  spaces.  These  costs  are  estimated 
at  approximately  $179  million  (in  2013  dollars),  including  predevelopment  costs  for  the 
adjacent  Pier  70  parcels  that  Forest  City  has  agreed  to  entitle.  As  a  point  of  comparison, 
the  total  Project  cost,  including  the  cost  of  developing  all  proposed  buildings,  is 
$1 .9  billion.  The  Port's  Engineering  Division  has  undertaken  a  comprehensive  review  of 
the  proposed  infrastructure  plan  and  associated  costs.  The  results  of  this  infrastructure 
review  will  be  presented  to  the  Port  Commission  at  its  May  28,  2013  meeting  during  its 
consideration  of  the  Waterfront  Site  Term  Sheet. 
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Forest  City's  Phase  1  site  due  diligence  has  yielded  substantially  higher  infrastructure 
costs  than  anticipated  by  the  Port  during  the  development  of  the  Pier  70  Master  Plan,  as 
well  as  revealing  site  conditions  that  complicate  development  of  buildings  at  certain 
locations  on  the  site.  The  main  drivers  of  these  cost  increases  include: 

•  The  need  to  elevate  the  site  to  address  sea  level  rise; 

•  The  need  to  install  a  secant  wall  along  portions  of  the  eastern  shoreline  to 
prevent  lateral  spread  during  a  major  seismic  event  (the  secant  wall  is  needed  to 
prevent  portions  of  the  filled  areas  of  Pier  70  from  sloughing  off  into  the  Bay 
during  a  major  temblor); 

•  Higher  than  expected  utility  infrastructure  costs; 

•  The  existence  of  large,  concrete  slipways  through  the  center  of  the  site,  which 
creates  additional  site  preparation  and  building  foundation  costs  for  construction 
in  this  area  of  the  Waterfront  Site;  and 

•  Off-site  intersection  improvements  not  accounted  for  in  the  Master  Plan. 
Port  Revenues 

In  early  phases  of  the  Project,  the  deal  provides  for  the  use  of  prepaid  ground  leases  in 
order  to  generate  early  proceeds  to  pay  return  of  Developer  Capital  and  Developer 
Return  as  quickly  as  feasible,  as  described  above.  Although  the  Port  will  not  receive 
ground  rent  from  prepaid  leases,  each  will  include  the  Additional  Port  Participation 
described  below. 

Once  the  Master  Developer  has  received  an  18%  Developer  Return  and  all 
infrastructure  and  public  facilities  through  all  phases  of  the  Project  are  complete  and 
have  been  accepted  by  the  City  or  the  Port,  rent  on  remaining  ground  leases  will  be 
paid  on  an  annual  basis,  with  annual  ground  rent  split  45%  to  Forest  City  and  55%  to 
the  Port. 

During  the  period  between  the  Term  Sheet  endorsement  and  Port  Commission  and 
Board  consideration  of  the  final  Transaction  Documents,  the  parties  will  continue  to 
examine  methods  to  reduce  reliance  on  fully  prepaid  leases  or  other  mechanisms  to 
support  long-term  revenue  streams  for  the  Port. 

Due  to  unique  and  extraordinary  risks  associated  with  the  Waterfront  Site's  entitlement 
and  infrastructure  needs  and  market  position,  the  appropriate  financial  structure  for  the 
Project  involves  reducing  market  risk  by  the  Port 's  deferral  of  revenues  until  the  Master 
Developer  has  received  its  return  of  and  on  equity. 

Additional  Port  Participation 

In  addition  to  receiving  the  revenues  described  above,  the  Port  will  benefit  from  the 
Project  by  receiving  a  percentage  of  gross  revenues  collected  by  the  Waterfront  Site's 
buildings,  a  share  of  net  proceeds  from  the  sale  and  refinancing  of  ground  leases  and 
fee  parcels,  and  a  condominium  transfer  fee  payment  on  the  re-sale  of  any 
condominium. 
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Summary  of  Anticipated  Port  Revenues 

In  summary,  the  Port  will  receive  financial  value  from  development  of  the  Project  from 
the  following  sources: 

•  annual  ground  lease  rent  from  leases  executed  after  infrastructure  has  been  built 
and  Master  Developer  has  received  an  18%  Developer  Return  and  return  of 
Developer  Capital; 

•  net  project  revenues  in  excess  of  amounts  used  to  pay  Developer  Return  or 
return  of  Developer  Capital; 

•  participation  in  all  building  lease  revenues  (excluding  the  placemaking  uses  and 
Buildings  12  and  21),  including  participation  in  capital  events  and  modified  gross 
receipts  starting  in  year  30  and  increasing  in  year  60;  and 

•  district  parking  garage  revenues,  after  the  cost  of  building  the  garages  has  been 
paid. 

IFD  Proceeds  Generated  to  Finance  Other  Pier  70  Improvements 

Pursuant  to  AB  1 199  (Assemblymember  Ammiano,  2010),  the  Board  may  form  an  IFD 
at  Pier  70  that  captures  the  State  of  California's  share  of  property  (or  possessory 
interest)  tax  increment  from  the  site,  in  recognition  of  the  State's  unique  interests  at  the 
site.  Such  a  Pier  70  IFD  affords  the  opportunity  to  capture  approximately  90  cents  of 
each  projected  new  property  tax  dollar  (actual  allocations  are  subject  to  State  and  City 
approval  each  year)  to  fund  infrastructure  and  public  benefits.  The  Term  Sheet 
provides  that  91 .11%  (approximately  $0.82  of  each  dollar  under  FY  2012-2013 
allocations)  of  tax  increment  allocated  to  the  Project  will  be  used  to  fund  infrastructure 
and  public  benefits  within  the  Waterfront  Site,  with  remaining  tax  increment  available 
(8.89%,  or  approximately  $.08  of  each  dollar  under  FY  2012-2013  allocations)  to  the 
Port  to  fund  infrastructure  and  public  benefits  throughout  the  remainder  of  Pier  70. 

CEQA  and  Entitlement  of  Illinois  Street  Parcels  Outside  the  Waterfront  Site 

Consistent  with  RFQ  goals  and  objectives,  Master  Developer  will  assist  the  Port  with 
entitlement  of  properties  outside  the  Waterfront  Site  that  will  generate  additional 
proceeds  to  the  Port  and  the  City.  These  sites  are  illustrated  on  the  map  attached  as 
Exhibit  D  and  include: 

•  20th  /Illinois  Parcel.  Subject  to  environmental  review  pursuant  to  the  California 
Environmental  Quality  Act  ("CEQA")  for  the  Project,  these  two  parcels,  which  are 
divided  by  21st  street,  will  be  included  in  the  SUD  for  the  Waterfront  Site,  and  will 
be  fully  rezoned  with  design  controls. 

•  Hoe  Down  Yard.  The  City  is  negotiating  separately  with  PG&E  for  an  option  to 
acquire  the  Hoe  Down  Yard.  The  current  use  of  the  site  -  soil  recycling  -  is 
incompatible  with  the  future  development  of  Pier  70.  Subject  to  written 
agreement  between  the  City  and  PG&E  and  environmental  review  under  CEQA, 
Master  Developer  will  include  the  site  in  the  SUD  for  the  Waterfront  Site,  and  will 
be  fully  rezoned  with  design  controls. 
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•  Illinois  Street  Parcels  North  of  20th  Street.  The  Port's  Pier  70  Preferred  Master 
Plan  contemplates  additional  new  development  pads  north  of  20th  Street  along 
Illinois  Street.  These  pads  include  sites  that  are  adjacent  to  the  proposed  Crane 
Cove  Park,  as  well  as  new  buildings  north  of  the  20th  Street  Historic  Core.  If 
included  in  the  SUD  and  rezoned,  these  sites  would  be  considered  part  of  the 
CEQA  "project"  for  environmental  review.  The  Port  may  use  its  own  resources  to 
concurrently  entitle  these  sites  with  more  detailed  design  controls  within  existing 
height  and  bulk  limits  established  in  the  Planning  Code. 

•  Other  Historic  Resources.  The  Port's  Pier  70  Preferred  Master  Plan  and  BAE's 
ship  repair  operations  plan  require  the  demolition  of  some  historic  resources. 
These  buildings  will  be  considered  in  the  cumulative  impact  analysis  of  the 
Waterfront  Site  Environmental  Impact  Report. 

FINANCIAL  DEAL  TERMS 

The  key  financial  provisions  of  the  Term  Sheet  are  as  follows: 


Section  and  Title 

Basic  Terms  and  Conditions 

1.  Parties 

The  Port  of  San  Francisco  and  Forest  City  Development  California,  Inc. 

2.  Site 
Description 

The  Pier  70  Waterfront  Site  is  an  approximately  28-acre  parcel  located  east  of  Illinois  Street 
in  the  Dogpatch/Central  Waterfront,  bordered  generally  by  the  San  Francisco  Bay  on  the 
east,  20th  Street  on  the  north,  22nd  Street  and  the  boundary  of  the  former  Potrero  Power 
Plant  on  the  south  and  the  Illinois  Street  and  20th  Street  parcels  and  the  PG&E  Hoe  Down 
Yard  to  the  west. 

3.  Project 
Description 

The  Pier  70  Waterfront  Site  Project  will  create  a  new  mixed-use  district  at  Pier  70  that 
leverages  the  Site's  history,  the  waterfront  setting,  and  the  character  and  local  experiences 
of  the  adjacent  neighborhood,  as  described  in  the  Land  Use  Summary  section  above. 

4.  Transaction 
Documents 

The  parties  anticipate  the  following  primary  Transaction  Documents: 

Disposition  and  Development  Aqreement  between  the  Port  and  Master  Developer 
(the  "DDA").  The  DDA  will  set  the  terms  and  conditions  for  the  disposition  and 
development  of  parcels  at  the  Waterfront  Site.  Under  the  DDA,  the  Port  will  enter 
into  a  ground  lease  with  the  applicable  Vertical  Developer  (which  may  be  Forest 
City  or  affiliates)  for  each  development  parcel  or  will  enter  into  a  purchase  and  sale 
agreement  for  development  parcels  to  be  sold  in  fee. 

•  Form  of  Ground  Lease:  The  form  of  qround  lease  to  be  used  for  development 
parcels  at  the  Waterfront  Site  will  be  attached  as  an  exhibit  to  the  DDA. 

•  Development  Aqreement.  The  Development  Aqreement  will  be  a  statutory 
development  aqreement  between  the  City  and  Forest  City,  as  authorized  under  Cal. 
Govt.  Code  Section  65864-65869.5  and  the  City's  Administrative  Code  Chapter  56, 
and  is  intended  to  vest  entitlements  for  the  term  of  the  Project  and  limit  the 
applicability  of  new  impact  fees  and  exactions. 

•  Public  Trust  Exchanqe  Aqreement.  The  Public  Trust  Exchanqe  Aqreement 
between  the  Port  and  the  State  Lands  Commission  will  be  the  agreement 
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implementing  the  public  trust  exchange  pursuant  to  the  authority  of  AB  418 

5.  Phasing 

The  parties  anticipate  that  the  Project  Site  will  be  developed  in  up  to  four  phases. 

•  Each  phase  will  consist  of  one  or  more  development  parcels  and  associated  areas 
for  streets,  infrastructure,  and  open  spaces. 

•  Public  benefits,  including  development  of  parks,  will  be  distributed  among  the 
phases,  assuring  that  these  benefits  are  completed  concurrently  with  the 
completion  of  vertical  development  and  associated  infrastructure  of  each  phase. 

•  The  DDA  will  include  a  schedule  of  performance  applicable  to  the  Project,  which 
shall  set  forth  outside  dates  for  the  submittal  of  phase  applications  and  the 
commencement  and  completion  of  Infrastructure  within  each  phase. 

•  The  schedule  of  performance  will  be  subject  to  delays  for  force  majeure,  as  well  as 
delays  based  on  to-be-negotiated  indicators  of  a  down  market. 

6.  Statutory, 
Regulatory,  and 
Plan 

Amendments 

The  Project  will  require  approvals  by  State  bodies,  including  BCDC  and  the  State  Lands 
Commission.  To  the  extent  necessary  and  after  consultation  with  staff  of  the  State  Lands 
Commission  and  Master  Developer,  the  Port  may  seek  technical  amendments  to  the  Burton 
Act  and  other  state  legislation. 

7.  Zoning 

•    The  Waterfront  Site  is  currently  zoned  M-2.  Master  Developer  will  seek  approval  of 
a  new  Special  Use  District  ("SUD")  for  the  Waterfront  Site,  the  20tl7Winois  Parcel, 
and  the  Hoe  Down  Yard  (subject  to  PG&E  consent).  The  SUD  will,  among  other 
things,  establish  new  height  and  bulk  limits. 

The  Waterfront  Land  Use  Plan  will  be  amended  to  incorporate  development 
controls  for  the  Waterfront  Site,  the  20th/lllinois  Parcel,  and  the  Hoe  Down  Yard 
(subject  to  PG&E  consent)  and  will  incorporate  SUD  limitations  and  other 
development  requirements. 

8.  Developer 
Return 

The  Master  Developer  will  be  repaid  for  the  costs  it  reasonably  incurs  for  infrastructure  and 
public  facilities  and  will  receive  a  cumulative  annual  return  of  18%  (including  costs  of  carry 
on  Qualified  Project  Costs  in  an  amount  that  the  parties  will  negotiate  and  include  in  the 
DDA)  ("Developer  Return"). on  invested  risk  capital  ("Developer  Capital"). 

9.  Proceeds 
from 

20,h/lllinois 
Parcel  and 
Other  Port 
Parcels 

Master  Developer  will  entitle  the  parcel  of  land  in  Pier  70  known  as  the  20"7lllinois  Parcel, 
and  the  Port  will  auction  the  parcel  within  one  year  after  Project  approval.  Revenues 
generated  from  the  sale  of  the  20th/l llinois  Parcel  will  be  used  to  toll  the  accrual  of 
Developer  Return  (except  the  cost  of  carry  on  Qualified  Project  Costs)  on  Developer  Capital 
invested  in  entitlement  and  other  horizontal  development  costs  on  the  Waterfront  Site.  The 
Port,  at  its  sole  election,  may  also  sell  other  parcels  within  the  Pier  70  area  (outside  of  the 
Waterfront  Site)  and  apply  the  proceeds  to  toll  the  accrual  of  Developer  Return  on 
Developer  Capital  (except  the  cost  of  carry  on  Qualified  Project  Costs)  . 

10.  Port 

Participation 

The  financial  deal  structure  affords  the  Port  the  following  opportunities  to  receive  one-time 
and  on-going  revenues  from  the  value  created  on  the  Waterfront  Site's  land  with  the 
buildings  constructed  on  the  Site: 

•    The  amount  of  interim  lease  rent,  prepaid  ground  rent,  and  land  sales  proceeds 
above  amounts  that  the  Port  used  to  toll  the  accrual  of  Developer  Return  on 
Developer  Capital  or  to  repay  Developer  Capital  will  be  distributed  to  the  Parties  as 
shared  profit  after  Master  Developer  achieves  an  18%  Developer  Return  and  is 
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repaid  Developer  Capital  in  full,  with  the  profits  split  55%  to  the  Port  and  45%  to 
Master  Developer. 

•  Any  ground  leases  the  Port  conveys  after  all  Project  infrastructure  and  public 
facilities  are  complete  and  have  been  accepted  by  the  Port  or  the  City,  Developer 
has  achieved  an  18%  Developer  Return  and  received  a  return  of  its  Developer 
Capital  will  include  annual  base  rent  of  55%  of  appraised  fair  market  value 
(representing  the  Port's  share  of  the  split  of  Project  profits  described  above), 
subject  to  collared  increases  in  the  Consumer  Price  Index,  with  rent  established  at. 

•  Percentage  Rent: 

o    Beginning  in  lease  year  30,  the  Port  will  be  entitled  to  annual  payments  of 
1 .5%  of  modified  gross  revenues  from  all  buildings  other  than  residential 
condominium  buildings  and  Buildings  12,  21,  Parcels  E1A  and  E1 B,  and 
the  district  parking  facilities. 

o    Beginning  in  lease  year  60,  the  Port  will  be  entitled  to  annual  payments  of 
2.5%  of  modified  gross  revenues  on  all  buildings  other  than  residential 
condominium  buildings,  Buildings  12,  21 ,  Parcels  E1A  and  E1 B,  and  the 
district  parking  facilities. 

•  Refinancings:  The  Port  will  be  entitled  to  1 .5%  of  net  proceeds  from  the  refinancing 
of  buildings  on  Ground  Leases. 

•  Participation  in  Transfer  of  Ground  Leases  and  Fee  Parcels:  The  Port  will  be 
entitled  to  1 .5%  of  net  proceeds  from  the  sale  of  ground  leases  or  subsequent  sale 
of  fee  parcels. 

•  Condominium  Transfer  Tax:  The  Port  will  receive  a  1 .5%  transfer  fee  payment  on 
re-sales  of  condominiums  (after  the  first  sale). 

•  Share  of  IFD  Tax  Increment:  The  Port  will  receive  about  9%  of  the  net  available 
property  tax  increment  (about  $0.08  per  property  tax  dollars  under  FY  201 2-201 3 
allocations)  generated  by  development  on  the  Waterfront  Site  and  the  20"7lllinois 
Parcel  for  sitewide  use  at  Pier  70. 

11.  Horizontal 
Development 

Master  Developer  will  be  responsible  for  making  horizontal  improvements  on  the  Waterfront 
Site.  The  Port  and  Master  Developer  anticipate  using  project-generated  taxable  or  tax- 
exempt  rinancmg  mecnanisms  to  pay  tot  quaiiTieu  project  costs  ot  nonzontai  inTrd&iruciure, 
public  facilities,  and  certain  building  costs  if  eligible  (e.g.,  historic  building  rehabilitation, 
district  parking  facilities  and  placemaking  uses  for  Parcels  E1 A  and  E1 B).  A  Project 
financing  plan  that  will  be  a  part  of  the  DDA  will  set  forth  all  financing  mechanisms  that  the 
parties  anticipate  using  for  the  Project. 

12.  Public 
Financing 
Mechanisms 

The  primary  financing  mechanisms  currently  contemplated  are: 

Community  Facilities  District  (CFD):  Subject  to  aqreement  of  the  parties,  the  Citv 
will  form  a  CFD,  with  improved  areas  annexed  to  the  CFD  at  each  phase.  Special 
tavpq  will  hp  Ipvipd  anain^t  Ipasphold  and  fpp  intprpste  in  taxahlp  narcpls 

LUAt  J    Will    kJ  O    IV/  V  IbU    C4  y  Gl  1 1  IO  L  1  vUOU  1  1  W 1  \J    C*  1  1  vl    1 1/  V_<    1 1  1  1 1/  1  v>  O  L  O    III    LUAUU  1  V_/    k_/      1  1/ w  1 0  . 

Infrastructure  Financinq  District  (IFD)  Project  Areas:  The  Project  qualifies  as  a  "Pier 
70  district"  for  which  a  "Pier  70  enhanced  financing  plan"  is  authorized  under 
applicable  state  laws  enacted  for  the  benefit  of  Pier  70.  Consistent  with  Port  IFD 
Guidelines,  the  City  would  form  a  single  IFD  consisting  of  all  Port  property 
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("waterfront  district").  Following  CEQA  review  ,  the  City  form  a  Pier  70  project  area 
and  adopt  an  infrastructure  financing  plan  for  the  Waterfront  Site  and  the  20th/l llinois 
Parcel  ("IFD  financing  plan")  allocating  tax  increment  from  the  project  area  to  the 
waterfront  district  to  finance  the  costs  of  qualified  Project  costs.  The  parties  will 
negotiate  in  detail  eligible  costs  under  the  IFD  financing  plan  with  the  goal  of 
maximizing  under  the  IFD  law  the  eligibility  for  public  financing  of  qualified  Project 
costs. 

•    Bonds.  CFD  (or  IFD)  bonds  will  be  issued  consistent  with  the  DDA  and  Project 
financing  plan.  Any  bonds  issued  will  be  consistent  with  the  Port's  reimbursement 
obligations  under  the  DDA,  a  phase  budget,  applicable  federal  tax  law  and 
regulations,  other  applicable  law,  and  any  acquisition  agreement  executed  by  the 
Port  and  Master  Developer. 

Maintenance  Districts:  The  parties  will  create  a  maintenance  CFD  over  the  entire 
Site.  Maintenance  special  taxes  levied  against  applicable  taxable  development 
parcels  will  provide  pay-as-you-go  funds  for  maintenance  costs  of  certain  public 
facilities  on  the  Waterfront  Site  to  be  specified  in  the  DDA. 

13.  Open  Spaces, 
Parks,  and 
Recreation 

•    The  Master  Developer  will  develop  major  new  open  spaces  to  create  a  distinct 
urban  waterfront  that  capitalizes  on  the  history  of  the  Waterfront  Site  and 
complements  other  open  spaces  at  Pier  70  and  in  the  Central  Waterfront.  The 
development  of  these  parks  and  open  spaces  will  be  distributed  amonq  the 
phases.  Parks  and  open  spaces  will  be  owned  by  the  Port  and  managed  and 
programmed  by  Developer,  subject  to  Port  approval  and  conditions  of  the  BCDC 
major  permit.  Maintenance  of  the  parks  and  open  spaces  will  be  funded  by  special 
taxes  imposed  on  vertical  developers  through  the  maintenance  CFD. 

14.  District 
Parking 
Structures 

The  Project  is  anticipated  to  deliver  approximately  half  of  the  parking  for  commercial  users 
within  office  buildings  and  the  other  half  within  district  parking  facilities  built  in  the  later 
phases  of  the  Project.  Over  the  course  of  the  DDA  negotiations,  the  parties  will  explore  the 
feasibility  of  financing  the  district  parking  structures  in  multiple  ways,  including  the  use  of 
Developer  equity  (subject  to  a  12%  return)  repaid  by  Port  Project  proceeds.  In  each  case, 
the  parties  intend  that  the  Port  will  own  the  garages,  including  net  operating  income  from 
the  garages  when  no  longer  needed  to  finance  initial  construction,  after  Developer  has 
received  return  of  and  on  any  equity  used  to  finance  construction.  The  preferred  option  for 
financing  the  district  parking  facilities  involves  a  public  financing  strategy  that  would  allow 
the  Port  to  own  the  garages  immediately. 

Under  this  option,  the  Port  and  City  will  pay  for  the  district  parking  facilities  with  IFD,  CFD  or 
other  public  financing  sources,  and  Port  will  own  and  manage  them.  If  Master  Developer 
constructs  the  district  parking  facilities  on  behalf  of  the  Port,  Master  Developer  will  be 
entitled  to  a  market-rate  development  fee  based  on  the  development  costs.  Except  to  the 
extent  pledged  and  used  to  pay  CFD  or  IFD  bond  debt  service,  the  Port  will  retain  all  net 
operating  revenues. 

Under  any  financing  scenario,  the  Port  would  be  required  to  make  spaces  available  to 
Master  Developer  at  market  rates. 

The  DDA  may  include  parking  spaces  in  the  garages  that  would  be  available  to  the  Port  to 
serve  other  Pier  70  parking  demand  subject  to  agreed  cost-sharing  and  easement 
agreements  and  other  conditions.  In  addition,  the  flexible  site  zoning  scheme  will  allow  one 
or  more  of  the  parcels  designated  for  the  district  parking  facilities  to  be  developed  for 
residential  or  commercial  use  if  not  needed  for  parking. 

15.  Master 

Master  Developer  will  have  the  right  to  purchase  or  lease  each  of  the  development  parcels 
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Developer's 
Option  Rights 

within  the  Waterfront  Site  at  its  fair  market  value  through  an  option  process.  Development 
parcels  to  be  developed  primarily  as  for-sale  residential  condominiums  will  be  transferred  in 
fee  title.  The  Port  will  transfer  all  other  development  parcels  by  99-year  ground  leases.  All 
development  parcels  will  be  transferred  at  fair  market  rental  value  for  ground  lease  parcels 
or  fair  market  value  for  fee  parcels,  to  be  determined  by  appraisal.  The  parcels  containing 
the  district  parking  structures,  Buildings  12  and  21 ,  and  Parcels  E1 A  and  E1 B  will  be 
handled  outside  of  the  option  process,  as  described  in  Sections  14  and  17  of  this  summary. 

16.  Public 
Offerings 

For  each  development  parcel  for  which  Master  Developer  fails  to  exercise  its  option  and  for 
the  20th/l llinois  Parcel,  a  public  offering  process  will  be  used.  Public  offerings  will  be 
managed  by  a  broker  selected  by  the  parties  and  the  applicable  development  parcel  will  be 
made  available  to  third-party  bidders  that  meet  bidder  selection  guidelines  for  residential 
and  commercial  parcels,  to  be  set  forth  in  the  DDA.  The  Port  will  sell  the  parcel  to  the 
qualified  bidder  submitting  the  highest  bid  price  that  meets  or  exceeds  the  minimum  bid 
price,  set  based  on  appraised  fair  market  value,  and  the  Port's  receipt  of  the  revenues  will 
toll  the  accrual  of  Developer  Return. 

17.  Placemaking 
Parcels 
(Parcels  12, 
21,  ElAand 
E1B) 

The  Port  will  convey  historic  Buildings  12  and  21  to  Master  Developer  under  separate  99- 
year  ground  leases  for  rehabilitation  and  reuse  consistent  with  the  Secretary's  Standards  at 
ground  rents  reflecting  the  impact  of  the  rehabilitation  costs  on  fair  market  value  (which 
could  mean  without  any  ground  rent  obligation).  The  parties  expect  that  the  Port  will  pay  for 
the  qualified  historic  rehabilitation  with  IFD  financing,  but  will  continue  to  investigate  the 
impact  of  any  allocation  of  historic  tax  credits  on  the  anticipated  use  of  IFD,  required  lease 
terms  if  Master  Developer  obtains  allocations  of  historic  tax  credits,  and  other  legal  issues 
required  to  be  resolved  for  incorporation  into  the  DDA. 

The  Port  will  convey  Parcels  E1 A  and  E1 B  to  Master  Developer  for  the  establishment  of 
placemaking  uses.  The  parties  will  continue  to  investigate  the  potential  use  of  land-secured 
financing  sources  to  reimburse  Master  Developer's  qualified  costs  to  the  maximum  extent 
permitted  by  law.  If  the  parties  conclude  that  legal  impediments  prevent  the  use  of  these 
sources  to  reimburse  Master  Developer  for  its  Developer  Capital  investment  in  these 
buildings,  the  Port  will  have  no  obligation  to  reimburse  Master  Developer  for  those  costs.  In 
any  case,  Master  Developer  will  not  be  entitled  to  Developer  Return  on  its  entitlement  and 
development  costs  associated  with  these  parcels  after  the  effective  date  of  the  DDA.  The 
DDA  and  SUD  will  include  provisions  that  may  allow  for  other  uses  of  and  disposition 
process  for  these  parcels  if  Master  Developer  elects  not  to  exercise  its  option  on  these 
parcels. 

Development  Risks 

Though  the  Waterfront  Site  is  publicly  owned,  the  public-private  partnership  between 
the  Developer  and  the  Port  is  subject  to  the  following  standard  risks  associated  with 
development: 

Entitlement  Risk 

All  developments  that  seek  entitlements  assume  the  risks  that  the  process  will  last 
longer  and  be  more  expensive  than  expected  and  that  the  proposed  project  will  fail  to 
gain  public  support  and  regulatory  approvals.  This  entitlement  risk  is  compounded  on  a 
site  that  is  as  large  and  complicated  as  the  Waterfront  Site,  especially  given  the  high 
level  of  public  scrutiny  of  waterfront  locations.  The  Project's  level  of  entitlement  risk  is 
reflected  in  the  Master  Developer's  preferred  return  of  and  on  pre-entitlement  and 
infrastructure  costs  agreed  to  in  the  Term  Sheet.  The  Port  and  the  Master  Developer 
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have  agreed  that  an  18%  return  on  equity,  compounded  quarterly,  represents  a  fair 
market  return  commensurate  with  anticipated  Project  risks. 

The  above  financial  terms  reflect  the  level  of  investment  balanced  against  the  value 
created  by  the  proposed  amount  of  development.  The  Project  can  only  expect  to 
receive  the  projected  level  of  revenue  if  the  proposed  density  can  be  delivered.  If  a 
lower  density  is  approved  for  the  Waterfront  Site,  infrastructure  and  public  benefits 
requirements  would  have  to  be  reduced  commensurately,  and  the  lower  density  would 
negatively  impact  the  Project's  overall  value.  In  this  situation,  new  financial  terms  would 
need  to  be  negotiated  and  approved  by  the  Port  Commission. 

Financing  Risk 

The  availability  and  cost  of  funding  is  a  major  risk  for  any  development.  By  utilizing 
funding  sources  that  are  largely  within  public  control  (Port  land  value,  tax  increment, 
CFD  bond  issuance),  the  Project  will  reduce  some  of  the  typical  financing  risk.  However, 
CFD  bonds  are  ultimately  subject  to  risk-based  pricing  from  the  bond  markets  to  set 
price  and  availability. 

Cost  Risk 

The  parties  are  subject  to  uncertainty  regarding  the  costs  of  entitlement  and 
infrastructure  development.  The  Project's  phasing  strategy  will  partially  offset  this  risk  by 
tying  infrastructure  development  to  anticipated  building  development.  As  noted  above, 
additional  costs  from  the  entitlement  of  the  Project  are  also  a  risk  to  be  managed  by  the 
parties. 

Market  Risk 

The  structure  of  the  Term  Sheet  exposes  the  Port  to  market  cycle  risks.  Today  the  San 
Francisco  market  is  one  the  strongest  in  recent  history,  supporting  historically  high  land 
prices  and  sales  prices  for  finished  buildings.  It  is  not  reasonable  to  assume  that 
current  strong  market  conditions  will  exist  over  the  span  of  the  development  period.  The 
Project  is  at  risk  of  future  development  phases  generating  lower  revenues  than  are 
currently  indicated  in  the  Project's  pro  forma  analysis.  The  Term  Sheet's  financial 
structure  balances  this  risk  by  positioning  the  Port  to  benefit  when  revenues  exceed  pro 
forma  expectations. 

Counterparty  Risk 

In  long-term  public-private  partnerships,  development  risks  can  be  addressed  in  part  by 
reliance  on  the  expertise  and  reliability  of  one's  partner  (and  conversely  can  be 
exacerbated  when  those  qualities  are  absent).  The  Developer,  through  the  RFQ/P 
process,  collaborative  land-use  discussions,  and  Term  Sheet  negotiations,  has 
consistently  exhibited  expertise  and  shown  the  highest  commitment  to  the  public-private 
partnership. 

Operating  Risk 

The  Port's  percentage  rent  income  is  dependent  on  the  operating  skills  of  the  future 
Vertical  Developers  and  subsequent  building  owners.  This  income  is  subject  to  the 
building  owners'  future  capability  to  maintain  high  occupancy  levels  and  rental  income 
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streams,  to  maintain  and  re-invest  in  the  property  to  continue  to  capture  high  rents  over 
time,  and  to  seek  new  investment  to  maintain  the  buildings'  competitive  position  in  the 
market  place.  Forest  City's  option  to  serve  as  Vertical  Developer  for  all  parcels  means 
that  most  or  all  of  the  income-generating  development  will  be  operated  by  a  skilled  and 
reliable  developer. 

NEXT  STEPS 

The  Project  team  is  targeting  the  May  28,  2013  Port  Commission  meeting  for  the 
Commission's  vote  on  whether  to  endorse  the  Term  Sheet.  Prior  to  such  an  action,  Port 
and  City  staff  will  provide  additional  Project  analyses,  including  updated  Developer 
financial  capacity,  horizontal  development  cost  analysis,  analysis  of  projected  revenues 
to  the  Port  and  Master  Developer,  and  fiscal  feasibility  analysis  describing  benefits  to 
the  City. 

If  the  Port  Commission  endorses  the  Term  Sheet,  it  will  be  submitted  to  the  Board  for 
endorsement  and  finding  that  the  Project  is  fiscally  feasible  and  that  it  is  prudent  to 
commence  environmental  review  as  required  under  Administrative  Code  Chapter  29. 
The  Board  action  will  include  public  hearings  and  opportunities  for  public  comment.  The 
Board  review  of  the  Term  Sheet  is  consistent  with  the  recommendations  of  the  2004 
Management  Audit  of  the  Port  by  the  Board's  Budget  Analyst  as  a  means  of  providing 
the  Board  with  an  "early  read"  on  Port  development  projects. 

If  the  Port  Commission  and  the  Board  endorse  the  Term  Sheet,  Port  staff  will  move 
forward  with  Project  entitlement  and  initiate  the  negotiation  of  Project  transaction 
documents  and  an  Environmental  Impact  Report  pursuant  to  CEQA. 


Prepared  by:  Brad  Benson,  Port  Special  Projects  Manager 
David  Beaupre,  Senior  Waterfront  Planner 
Emily  Lesk,  Office  of  Economic  and  Workforce 
Development,  Project  Manager 

For:  Byron  Rhett,  Port  Deputy  Director 

Planning  &  Development 
Jennifer  Entine  Matz,  Office  of  Economic  and 
Workforce  Development,  Director  of  Waterfront 
Development 
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SAN  FRANCISCO 


MEMORANDUM 


May  10,  2013 


TO: 


MEMBERS,  PORT  COMMISSION 


Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 
Hon.  Mel  Murphy 


SUBJECT:    Request  approval  of  (1)  the  financing  plan  to  issue  2013  Port  Revenue 


Bonds  in  an  amount  not  to  exceed  $25.3  million  for  Phase  II  of  the  James 
R.  Herman  Cruise  Terminal  Project  and  Northern  Waterfront  Historic  Pier 
Structures  Repair  Project;  (2)  reallocation  of  $7.3  million  of  2010  Port 
Revenue  Bonds  Series  9A  and  9B,  $1 .7  million  of  Series  1 2B  201 3 
Certificates  of  Participation,  and  $0.5  million  of  Port  Capital  Funds  to  the 
James  R.  Herman  Cruise  Terminal  project  and  the  Northern  Waterfront 
Historic  Pier  Structures  Repair  Project;  and  (3)  recommendation  to  the 
Board  of  Supervisors  for  an  appropriation  ordinance  that  allocates  2013 
Port  Revenue  Bond  proceeds  and  reallocates  2010  Port  Revenue  Bonds, 
2013  COPs  and  capital  funds  to  said  projects. 


DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution 


BACKGROUND 

Section  9.1 12  of  Article  IX  of  the  City  and  County  of  San  Francisco  Charter  entitled 
"Revenue  Bonds  of  the  Port  Commission"  gives  the  Port  Commission  exclusive  power 
to  perform  or  accomplish  issuance  of  revenue  bonds  for  Port-related  purposes.  The  Port 
finances  its  larger  scale  capital  projects  to  address  significant  deferred  maintenance 
and  to  rehabilitate  and  enhance  property  primarily  through  debt  issuances. 

This  item  discusses  the  plan  to  issue  2013  Port  Revenue  Bonds  and  recommends 
utilizing  available  debt  proceeds  and  capital  sources  to  complete  Phase  II  of  the  James 
R.  Herman  Cruise  Terminal  and  make  capital  improvements  to  historic  piers  in  the 
Northern  Waterfront  for  private  leasing  activities.  Port  staff  will  return  to  the  Port 
Commission  in  the  fall  of  2013  to  request  approval  of  the  2013  Port  Revenue  Bond 
issuance.  At  that  time,  the  Port  Commission  will  have  an  opportunity  to  review  and 
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approve  the  financial  structure  of  the  bond  transaction,  preliminary  official  statement, 
ccntinuing  disclosure,  indenture  and  bond  purchase  agreement.  The  purpose  of 
separating  the  appropriation  from  the  bond  issuance  approval  is  to  accommodate  the 
schedule  of  Phase  II  of  the  James  R.  Herman  Cruise  Terminal.  In  order  to  meet  this 
schedule,  the  majority  of  bidding  is  anticipated  to  begin  this  summer.  Awarding  these 
ccntracts  requires  the  Board  of  Supervisors  to  approve  appropriation  of  the  bond 
p  roceeds  and  bond  issuance,  and  commercial  paper  authorization.  The  City  is  putting  in 
p  lace  a  new  commercial  paper  program  and  will  include  the  Port  as  a  participant  to 
meet  this  scheduling  requirement.  Construction  of  Phase  II  will  not  begin  until 
November  of  2013  with  planned  final  project  completion  in  October  of  2014.  This 
s  chedule  allows  ample  time  for  staff  to  develop  the  financial  structure  of  the  201 3  Port 
Revenue  Bond  transaction  for  Port  Commission  approval  prior  to  sale. 

EXISTING  DEBT  OBLIGATION  AND  CAPITAL  PLANS 

The  Port  issued  new  revenue  bonds  on  February  3,  2010  in  the  amount  of  $36.65 
million  to  finance  the  design,  construction,  reconstruction,  repair  and/or  improvements 
to  Piers  19  or  23,  33,  35  and  50,  Phase  I  of  the  James  R.  Herman  Cruise  Terminal  and 
Backlands  Improvements.  The  2010  Revenue  Bonds  were  issued  in  two  series:  Series 
A  Non  AMT  Tax  Exempt  and  Series  B  Taxable  to  reflect  the  mix  of  maritime  and  non- 
maritime  private  uses.  Port  staff  expected  a  second  Port  revenue  bond  issuance 
approximately  two  years  later  to  fund  construction  of  the  Cruise  Terminal  and  the  Pier 
1  9  or  23  projects. 

The  Port  pivoted  capital  plans  to  respond  to  the  City's  successful  bid  for  the  34th 
America's  Cup  and  the  approved  Lease  Disposition  Agreement  (LDA)  with  the 
America's  Cup  Event  Authority  (Event  Authority)  which  shifted  approximately  $25  million 
of  AC34-related  infrastructure  improvements,  mitigation  requirements  and  Cruise 
Terminal  Project  scope  from  the  America's  Cup  Event  Authority  to  the  Port.  In  order  to 
complete  capital  improvements  to  prepare  for  the  events  in  April  2012,  the  Port 
Commission  approved  a  $52.2  million  plan  of  finance  which  included  $38.46  million  of 
City  Certificates  of  Participation  (COPs),  $9.2  million  reallocation  from  2010  Revenue 
Bond  projects  (the  Piers  94-96  Backlands  project,  Amador  Street,  and  the  Pier  35 
Substructure),  and  $4.5  million  reallocation  of  Port  capital  funds.  The  plan  of  finance 
resulted  in  completion  of  Phase  I  of  the  James  R.  Herman  Cruise  Terminal,  shore  side 
power  at  Pier  70,  improvements  to  Piers  19,  23,  27,  29,  30-32  and  80,  and  public 
access  and  fill  removal. 

Now  that  the  Port  has  successfully  completed  the  public  works  projects  required  under 
the  LDA  for  the  34th  America's  Cup,  Port  staff  recommends  a  financing  plan  for  Phase  II 
of  the  James  R.  Herman  Cruise  Terminal  Project  and  a  new  Northern  Waterfront 
Historic  Pier  Structures  Repair  project,  returning  to  capital  programming  planned  in 
201 0.  Port  staff  continues  to  conduct  due  diligence  and  design  for  Amador  Street  and 
the  Piers  94-96  Backlands  project  and  will  return  to  the  Port  Commission  with  a  plan  of 
finance  once  these  projects  are  ready  for  funding. 


Sources  for  Reallocation 


The  Port  has  financial  sources  available  for  reallocation  due  to  interest  earnings,  project 
savings  and  project  deferral  as  shown  below: 

Table  1:  Sources  For  Reallocation 


Sources  Amount 

2010  Series  A  (Non  AMT)  $785,162 

Interest  Earnings  302,029 

Pier  33/ 35  project  savings  358,372 

Pier  50  project  savings  87,252 

Administrative  savings  37,509 

20 10  Series  B  (AMT  -  Taxable)  $6,509,748 

Interest  Earnings  54  7, 65 1 

Pier  1 9/23  project  deferral  2,906,927 

Pier  50 project  savings  61 ,381 

Back/ands  project  deferral  6,876 

Administrative  savings  57,934 

Project  Reductions  2,928,979 

2013  Series  B  COPs  (AMT)  $1,689,074 

Available  Port  Capital  $473.446 

Total  Sources  $9,457,430 


Project  savings  were  achieved  because  of  a  number  of  factors.  The  first  factor  is  the 
favorable  bid  environment  in  201 1  and  2012.  Secondly,  Port  maintenance  performed 
much  of  the  work  instead  of  private  contractors  at  cost  savings.  And  third,  for  the 
America's  Cup  projects  in  particular,  the  projects  ultimately  agreed  to  in  the  LDA, 
especially  at  Piers  30-32,  were  less  costly  than  the  original  scope  of  improvements  staff 
used  in  developing  the  Port's  AC34  budget.  Also  contributing  to  the  project  savings 
achieved  were  efforts  by  Port  staff  to  find  more  cost  effective  ways  to  deliver  the 
required  Piers  30-32  improvements. 


Financing  Sources  and  Uses 


The  financing  sources  and  uses  are  shown  below: 
Table  2:  Sources  and  Uses 

Sources  Amount 

2013  Port  Revenue  Bonds  $25,265,500 

Project  Funding  21,475,000 

Debt  Issuance  Costs*  2, 790,500 

Reserve  Pending  Sale  1,000,000 

Reappropriation  of  2010  Port  Revenue  Bonds  7,294,910 

Reallocation  of  2013  COPs  1,689,074 

Reappropriation  of  Port  Capital   473.446 

Total  Sources  $34,722,930 

Uses 

James  R.  Herman  Cruise  Terminal  Project,  Phase  II  23,778,741 

Northern  Waterfront  Historic  Pier  Structures  Repair  Project  7.1 1 1.963 

Subtotal,  Project  Uses  $30,890,704 

City  Services  Auditor  Contribution  41,726 

Debt  Issuance  Costs*  2,790,500 

Authorization  Reserve  Pending  Sale**  1.000.000 

Subtotal,  Other  Costs  $3,832,226 

Total  Uses  $34,722,930 

*  Includes  fees  of  rating  agencies,  financial  advisers,  legal  counsel,  underwriters,  verification  agent, 
financial  printer,  and  other  miscellaneous  expenses  relating  to  the  issuance  of  the  201 3  Revenue 
Bonds 

**The  Office  of  Public  Finance  recommends  an  additional  authorisation  reserve  pending  sale  to 
provide  flexibility  to  address  any  changes  in  market  conditions. 


Project  Scope 

The  projects  intended  to  be  financed  are  described  below: 
Phase  II  of  the  James  R.  Herman  Cruise  Terminal 

Upon  conclusion  of  the  34th  America's  Cup  Event,  on  November  1 ,  2013  the  Port  will 
start  the  Phase  II  construction  of  the  Cruise  Terminal  Project.  The  Phase  II  work  will 
consist  of  finishing  the  remaining  portions  of  the  cruise  terminal  building,  including  the 
U.S.  Customs  and  Border  Protection  facilities,  build  out  of  the  Northeast  Wharf  Plaza 
and  North  Point,  the  ground  transportation  area,  apron  and  substructure  repairs, 
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installation  of  maritime  equipment  such  as  the  mobile  gangway  system,  fenders  and 
bollards,  and  provision  of  miscellaneous  furniture  and  equipment.  The  financing 
schedule  is  driven  by  the  design,  fabrication,  shipment,  installation  and  commissioning 
of  the  mobile  gangway  system,  which  is  expected  to  take  a  minimum  of  14  months  from 
notice  to  proceed. 

Budget  Update 

Since  the  Port  Commission  last  reviewed  the  Cruise  Terminal  budget  of  $1 1 0,961 ,51 1 , 
the  total  budget  has  grown  by  approximately  $1  million,  to  $1 1 1 ,966,137.  Additionally, 
staff  recommends  a  $2  million  project  contingency  to  insure  against  several  project  risk 
factors  which  brings  the  total  project  budget  to  $1 14,010,71 1 .  The  Phase  II  project 
budget  is  shown  below: 

Table  3:  Sources  and  Uses  -  Phase  II  Cruise  Terminal 


Approved 

Requested 

Change 

Construction 

$ 

82,524,378 

$  83,184,359 

$ 

659,981 

Construction  Contingency 

$ 

7,230,930 

$  7,523,641 

$ 

292,711 

Soft  Costs 

$ 

21,206,203 

$  21,258,137 

$ 

51,934 

Subtotal 

$ 

110,961,511 

$  111,966,137 

$ 

1,004,626 

Project  Contingency  (5.4%) 

$ 

$  2,044,574 

$ 

2,044,574 

Total  Expenditures 

$ 

110,961,511 

$  114,010,711 

$ 

3,049,200 

Approved 

Requested 

Change 

Port  Capital  &  Debt  Proceeds 

$ 

60,993,136 

$  60,993,136 

$ 

General  Obligation  Bonds 

$ 

17,000,000 

$  17,000,000 

$ 

City  &  ACOC 

$ 

5,700,000 

$  5,700,000 

$ 

FEMA  Grants 

$ 

7,856,024 

$  6,538,834 

$ 

(1,317,190) 

Port  Revenue  Bonds 

$ 

15,250,000 

$  19,531,611 

$ 

4,281,611 

Port  Obligation 

$ 

8,000,000 

$  1,031,611 

$ 

(6,968,389) 

Passenger  Facility  Charge 

$ 

7,250,000 

$  18,500,000 

$ 

11,250,000 

Port  Capital/Debt  Proceeds  Reallocation 

$ 

$  4,247,130 

$ 

4,247,130 

Total  Sources 

$ 

106,799,160 

$  114,010,711 

$ 

7,211,551 

Project  Balance 

$ 

(4,162,351) 

$ 

$ 

4,162,351 

Risks  Factors 

The  $2  million  Phase  II  Project  Contingency  amounts  to  5.4  percent  of  the  Phase  II 
Construction  budget  and  is  intended  to  address  any  such  uncertainties.  Areas  of 
concern  pertain  to  procurement  of  the  gangways,  changing  power  supply  needs,  robust 
local  construction  climate,  and  security  grant  availability. 

With  respect  to  the  security  grant,  the  Port  has  requested  an  extension  of  the  grant 
expenditure  deadline  from  May  2013  to  September  2014.  FEMA,  the  granting  agency, 
has  approved  this  grant  extension  but  final  approval  awaits  the  federal  Office  of 
Management  and  Budget's  (OMBs)  review  and  approval.  Additionally,  whether  the  $1 
million  expense  for  construction  of  the  Customs  and  Border  Protection  Offices  is  an 
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eligible  expense  requires  FEMA  review  and  approval.  If  denied,  the  grant  would  not 
reimburse  $750,000  assumed  in  the  project  budget. 

Northern  Waterfront  Historic  Pier  Structures  Repair  Project 

Port  staff  proposes  the  creation  of  a  flexible  project  titled  Northern  Waterfront  Historic 
Pier  Structures  Repair  project  to  receive  unexpended  taxable  debt  for  projects  that  can 
be  delivered  in  the  near-term  for  private  leasing  activities  in  the  Northern  Waterfront. 
Staff  would  present  the  specific  projects  for  Port  Commission  review  and  approval  at  the 
time  the  Port  Commission  approves  the  bond  issuance  in  the  Fall  of  2013. 

America's  Cup  Facilities 

Under  the  34  America's  Cup  LDA,  the  Event  Authority  is  occupying  numerous  piers 
(Piers  19,  19  Vz,  23,  27  and  29)  and  other  Port  properties  for  periods  which  vary,  but  last 
until  six  months  after  the  races  conclude.  If  Team  Oracle  succeeds  in  defending  the 
34th  America's  Cup,  and  the  City  and  the  Event  Authority  enter  into  a  Host  and  Venue 
Agreement  for  a  defense  of  the  35th  America's  Cup,  the  Event  Authority  may  require  the 
use  of  certain  of  these  properties  for  that  defense.  If  that  is  not  the  case,  the  Port  must 
be  ready  to  undertake  new  leasing  of  these  properties  to  private  parties.  While  the 
current  investments  the  Port  has  undertaken  at  these  locations  has  made  them  ready 
for  Event  Authority  use,  further  capital  improvements  may  be  required  at  these  sites. 
Re-leasing  these  five  Northern  Waterfront  facilities  represents  a  significant  opportunity 
for  higher  and  better  uses  over  previous  shed  space.  A  careful  re-leasing  strategy  will 
provide  for  uses  that  complement  the  investments  at  The  Exploratorium  and  the  Cruise 
Terminal. 

Implementation  of  this  strategy  is  a  key  driver  of  the  revenue  growth  in  the  Five  Year 
Financial  Plan  (FY  2013-14  -  FY  2017-18)  representing  24  percent  of  Real  Estate 
revenue  growth  or  18  percent  of  the  overall  revenue  growth.  The  proposed  bond 
project  could  provide  funding  for  capital  improvements  required  to  implement  the  re- 
leasing strategy  if  capital  funds  are  required. 

Pier  31 

Pier  31  is  red  tagged  and  closed  to  use  due  to  damage  to  the  shed  portion  of  the  facility. 
Port  staff  has  conducted  facility  inspections  to  evaluate  the  extent  of  the  damage  to  the 
shed,  the  condition  of  the  substructure  and  aprons.  This  evaluation  revealed  that 
repairs  to  the  superstructure,  aprons  and  utilities  would  allow  this  historic  facility  to  be 
brought  back  into  the  Port's  portfolio  for  light  industrial  uses  without  requiring  cost 
prohibitive  substructure  improvements  and  seismic  upgrades.  The  estimated  cost  of 
replacing  the  roof,  windows  and  installing  new  egress  doors,  structural  repairs  to 
damaged  columns,  trusses,  and  the  North  Aprons,  and  electrical  upgrades  is  estimated 
at  $5.2  million.  Assuming  that  58  percent  of  the  facility  could  be  leased  for  shed  space 
at  $1 2  per  square  foot,  $491 ,000  in  Port  rent  would  be  generated  in  the  first  year  and 
could  increase  by  3  percent  annually.  This  new  revenue  would  immediately  service  the 
annual  debt  payment  of  approximately  $498,000  and  net  revenues  would  exceed  the 
1 .3x  debt  service  coverage  requirement  in  the  eleventh  year  of  the  investment  to  restore 


the  Port's  bonding  capacity.1  This  estimate  is  conservative  because  it  does  not 
consider  the  potential  reuse  of  the  bulkhead  which,  as  zoned,  can  accommodate  office 
use. 

Port  staff  is  pleased  to  report  the  development  of  a  proposal  to  retain  this  historic 
resource  that  is  both  consistent  with  the  Waterfront  Land  Use  Plan  and  provides  for 
additional  light  industrial  space  in  the  Northern  Waterfront,  which  is  in  high  demand.  The 
reopened  shed  will  also  generate  net  new  revenue  to  the  Port.  The  Port  will  continue  to 
conduct  due  diligence  for  this  project  by  completing  the  necessary  engineering  and 
design  of  these  repairs. 

FINANCIAL  IMPACT  OF  PROPOSAL:  PORT'S  BONDING  CAPACITY 

As  discussed  above,  the  Port  has  Series  201  OA  and  B  Revenue  Bonds  outstanding 
which  were  issued  February  3,  2010  in  the  amount  of  $36.65  million  for  various  projects. 
The  City  will  issue  Certificates  of  Participation  (COPs)  in  the  amount  of  $38.46  million  to 
repay  outstanding  commercial  paper  which  has  been  used  for  a  portion  of  Phase  I  of 
the  Cruise  Terminal  project  and  the  America's  Cup  projects.  The  annual  payments 
associated  with  these  outstanding  obligations  cost  approximately  $5.7  million  through 
2023,  $4.9  million  through  2031 ,  $4  million  through  2040,  and  a  final  payment  of 
approximately  $2.1  million  in  2043.  The  issuance  amount  and  actual  cost  will  depend  on 
the  interest  rates  of  the  COPs. 

The  annual  net  revenue  of  the  Port,  calculated  in  accordance  with  the  Port's  2010 
Revenue  Bond  indenture,  has  averaged  $14  million  over  the  past  10  years,  with  a  high 
of  $1 8.1  million  and  a  low  of  $9.3  million.  FY  201 1  -1 2  closed  with  net  revenues 
available  to  service  bond  debt  of  $1 7.5  million.  Prior  to  the  Port  Commission's  approval 
of  City  COPs  in  April  of  2012,  due  to  improvements  in  the  economy  and  related  growth 
in  percentage  rents  and  expiration  of  rent  credits,  Port  staff  estimated  net  revenues 
available  to  service  bonded  debt  averaging  $1 7.8  million  over  the  projection  period  with 
estimated  debt  capacity  of  approximately  $42.6  million.2  The  latest  Five  Year  Financial 
Plan  (FY  201 3-1 4  -  FY  201 7-1 8)  is  more  optimistic  concerning  the  impact  of  economic 
recovery  on  the  Port's  revenues,  with  revenue  growth  averaging  5  percent  per  year 
outpacing  growth  in  operating  expenses.  The  major  drivers  include  leasing  up 
America's  Cup  venues,  parking,  cruise  and  other  maritime  revenue  growth.  As  a  result, 
Port  staff  now  estimates  net  revenues  available  to  service  bonded  debt  averaging  $21 .2 
million  over  the  projection  period  with  estimated  debt  capacity  of  approximately  $50.7 
million.3 

The  proposal  includes  $24.3  million  of  Revenue  Bonds,  including  $19.5  million  for 
Phase  II  of  the  Cruise  Terminal  project,  $1 .9  million  for  the  Northern  Waterfront  Historic 
Pier  Structures  Repair  project,  and  $2.8  million  for  issuance  costs.  The  proposed 


1  This  analysis  assumes  the  actual  2010  Revenue  Bond  combined  interest  rate  of  6.98  percent  over  20 
years  and  coverage  of  1 .3  times. 

Assumed  annual  net  revenues  of  $17.8  million,  annual  interest  rate  expense  of  6%  and  debt  service 
coverage  of  2x. 

3  Assumed  annual  net  revenues  of  $21 .2  million,  annual  interest  rate  expense  of  6%  and  debt  service 
coverage  of  2x. 
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Passenger  Facility  Charge  is  estimated  to  repay  $18.5  million  and  will  not  impact  the 
Port's  debt  capacity.  The  remaining  $5.8  million  will  reduce  the  Port's  bonding  capacity 
to  approximately  $44.9  million.  This  issuance  of  2013  Revenue  Bonds  will  add 
approximately  $1 ,453,100  in  annual  debt  service,  increasing  the  overall  payment 
obligation  from  $5.7  million  to  $7.2  million.4  This  is  well  within  the  Port's  bonding 
capacity,  with  estimated  debt  service  coverage  of  approximately  3  times  over  the 
forecast  period.  Further,  the  reallocation  of  2010  Revenue  Bonds  and  2013  COPs  to 
the  Northern  Waterfront  Historic  Pier  Structures  Repair  project  may  result  in  new 
revenue  which  will  continue  to  rebuild  the  Port's  bonding  capacity  for  future  capital 
projects  and  expand  sources  for  the  repair  and  replacement  capital  budget  to  address 
the  Port's  $1 .59  billion  need  for  deferred  maintenance  and  subsystem  renewal  work 
required  on  the  Port  facilities. 

Table  4:  Use  of  2013  Revenue  Bond  Proceeds  and  Impact  on  Debt  Capacity 


Use  of  Bond  Proceeds 

Amount 

Cruise  Terminal 

$ 

19,531,611 

Northern  Waterfront 

$ 

1,943,389 

Debt  Issuance  Costs 

$ 

2,790,500 

Total  Uses 

$ 

24,265,500 

Reserve  Pending  Sale 

$ 

1,000,000 

Supporting  Revenues 

Amount 

Passenger  Facility  Charge  Revenue 
Port  Operating  Revenue 

$ 
$ 

18,500,000 
5,765,500 

$ 

24,265,500 

Changing  Debt  Capacity 

Current  Bonding  Capacity 

Less,  Impact  of  201 3  Revenue  Bonds 

$ 
$ 

Amount 

50,700,000 
(5,765,500) 

Remaining  Debt  Capacity 

$ 

44,934,500 

Passenger  Facility  Charge 

In  addition  to  the  plan  to  issue  revenue  bonds  and  reallocate  available  debt  proceeds 
and  capital  resources,  Port  Staff  proposes  increasing  the  Port's  bundled  port  fee  for 
cruise  ships  ("Cruise  Fee")  to  include  a  Passenger  Facility  Charge.  The  revenue 
generated  from  the  fee  increase  will  directly  offset  a  portion  of  the  investments  made  by 
the  Port  to  improve  cruise  facilities  and  construct  the  Cruise  Terminal. 

Ports  along  the  west  coast  typically  charge  cruise  lines  bundled  fees  for  wharfage, 
dockage  and  other  services  that  are  assessed  on  a  per  passenger  basis.  These  fees 
range  from  $6.1 0  in  San  Diego  up  to  $1 8.1 2  in  Seattle.  The  Port  currently  charges 
cruise  ships  a  $1 2.00  per  passenger  fee  that  includes  passenger  wharfage,  dockage  for 


4  In  addition,  the  Port  has  loan  obligations  that  do  not  impact  its  coverage  but  bring  its  total  debt  service  to 
$7.6  million. 
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24  hours  and  stores  wharfage.  As  Table  5  shows,  the  Port's  current  rate  is  higher  than 
the  fee  charged  by  the  Port  of  Vancouver  and  less  than  the  fee  charged  by  the  Port  of 
Seattle. 


Table  5:  Comparison  of  Ports  Tariffs  and  Cruise  Volume 


Charge  Per 

Passenger 

Port  Location 

Passenger 

Cruise  CaBs* 

Volume* 

San  Diego  -  Current 

S 

6.10 

79 

250,000 

San  Diego  -  Expired 

s 

10.10 

NA 

NA 

Base  Rate 

6.10 

Facility 

'Surcharge 

s 

4.00 

Los  Angeles 

$ 

10.31 

100 

450.000 

Vancouver  (Tues-Thu) 

s 

11.25 

235 

820,000 

Vancouver  (Fri-Mon) 

$ 

11.75 

235 

820.000 

San  Francisco 

$ 

18.00 

65 

220,000 

Base  Rate 

s 

12.00 

Proposed  Increase 

S  6.00 

Seattle  (1.200<  passengers) 

$ 

18.12 

188 

850.000 

Base  Rate 

s 

16.22 

Facility 

Surcharge 

$  1.90 

*  E stim ate  for  FY  2012-2013 


In  recent  years  the  ports  of  Seattle  and  San  Diego  implemented  facility  fees  that  were 
added  to  the  regular  Cruise  Fee  to  offset  the  cost  of  completing  infrastructure 
improvements.  Specifically,  Seattle's  $1 .90  fee  supports  a  $6.5  million  project  to  replace 
two  gangways  and,  until  recently,  San  Diego  charged  an  additional  $4.00  fee  to  repay  a 
$1 2.0  million  loan  from  Carnival  Cruise  Lines  for  the  completion  of  the  $28  million 
Broadway  Pier  Cruise  Terminal  project. 

The  Port  is  underway  with  completing  major  improvements  to  its  cruise  facilities  at  Pier 
35  and  by  building  the  new  James  R.  Herman  Cruise  Terminal  at  Pier  27  at  a  total 
projected  cost  of  $100.8  million.  While  the  Port  has  successfully  identified  funding 
sources  including  Port  capital  funds  and  revenue  bond  proceeds,  City  contributions  and 
federal  grants,  there  continues  to  be  unfunded  need.  To  close  the  funding  gap,  Port 
staff  proposes  increasing  the  Cruise  Fee  by  the  $6  Passenger  Facility  Charge,  for  a 
total  of  $18.00  per  passenger.  With  a  conservative  projection  of  200,000  cruise 
passengers  per  year,  the  Port  could  generate  approximately  $1 .2  million  per  year  in 
revenues  to  offset  the  annual  debt  service  related  to  $18.5  million  in  project  proceeds.5 
The  change  will  align  the  Port's  Cruise  Fee  with  the  Port  of  Seattle's  $18.12  fee. 


5  The  analysis  supporting  these  figures  assumes  a  4.29  percent  interest  rate  over  a  30-year  bond  maturity 
period.  According  to  the  Port's  Financial  Advisor,  this  is  50  basis  points  above  the  current  rate  for  taxable 
A  rated  credit. 
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Table  6:  Port  of  San  Francisco  Cruise  Facility  Improvements 


Cruise  Facility  Improvements 

James  R.  Herman  Cruise  Terminal* 

Pier  35  Cruise  Terminal,  Roof  &  Substructure 

$ 
$ 

94,966,137 
5,857,337 

Total  Facility  Improvements 

$ 

100,823,474 

% 

ot  1  oiai 

runainq  sources 

Port  Capital  and  Revenue  Bonds 
City  Contributions 
Federal  Grants 
Passenger  Facility  Charge 

$ 
$ 
$ 
$ 

70,834,640 
5,700,000 
5,788,834 

18,500,000 

70% 
6% 
6% 

18% 

Total  Funding  Sources 

$ 

100,823,474 

100% 

* Ex eludes  $17  million  for  the  Northeast  Wharf  Plaza 


NEXT  STEPS 

The  Port  regulates  and  prices  many  of  its  services  through  the  Port  Tariff  #5,  which  is 
regulated  by  the  Federal  Maritime  Commission.6  However,  California's  public  ports  are 
granted  immunity  for  Federal  anti-trust/rate  setting  regulations  through  its  participation 
in  the  California  Association  of  Port  Authorities  (CAPA).7  CAPA  recently  voted  to 
authorize  its  member  ports  to  implement  an  annual  Consumer  Price  Index  (CPI) 
increase  to  tariff  charges  by  up  to  1 .75%  beginning  July  1 ,  2013.  Port  staff  will  return  to 
the  Port  Commission  for  review  and  approval  of  the  updated  tariff,  which  will  include  (1) 
the  CPI  for  all  fees  except  Fishing  fees,  which  already  have  an  annual  CPI,  and  (2)  the 
Cruise  Fees,  which  will  reflect  the  $6  Passenger  Facility  Charge  increase  for  facility 
improvements. 

Approval  of  funding  appropriations  is  also  required  by  the  Mayor  and  the  Board  of 
Supervisors.  We  expect  Mayor  Edwin  Lee  to  introduce  the  supplemental  appropriation 
at  the  May  21st  Board  of  Supervisors  meeting.  The  Port  Commission  will  review  and 
approve  the  financial  structure  of  the  bond  transaction  and  the  specific  projects  included 
in  the  Northern  Waterfront  Historic  Pier  Structures  Repair  project  in  the  fall  of  2013. 

Prepared  by:  Elaine  Forbes,  Deputy  Director 
Finance  and  Administration 

Meghan  Wallace,  Budget  Manager 

Lawrence  Brown,  Financial  Analyst 


6  Rates  detailed  in  the  tariff  include  wharfage,  dockage,  demurrage  and  storage,  and  crane  rental.  The 
Port  tariff  is  available  for  review  on  the  Port  web-site  (www.sfport.com). 

7  CAPA  is  comprised  of  the  state's  eleven  publicly  owned,  commercial  ports  including  the  Ports  of 
Humboldt  Bay,  Hueneme,  Long  Beach,  Los  Angeles,  Oakland,  Redwood  City,  Richmond,  Sacramento, 
San  Diego,  San  Francisco  and  Stockton. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  13-19 


WHEREAS,      The  Port  Commission  wishes  to  fund  Phase  II  of  the  James  R.  Herman 
Cruise  Terminal  project  and  make  capital  improvements  to  historic  piers 
in  the  Northern  Waterfront  for  private  leasing  activities  (the  "Northern 
Waterfront  Historic  Pier  Structures  Repair  Report"),  for  total  project  costs 
of  no  more  than  $31  million;  and 


WHEREAS,      Prior  to  the  issuance  of  new  debt  to  fund  Phase  II  of  the  James  R. 

Herman  Cruise  Terminal  projects  and  the  Northern  Waterfront  Historic 
Pier  Structure  Repair  Project  (collectively,  the  "Projects"),  the  Port 
Commission  desires  to  use  available  unspent  bond  proceeds  from  the 
2010  Port  Revenue  Bonds  Series  9A  and  Series  9B  and  Series  12B 
2013  Certificates  of  Participation  and  available  capital  savings  from 
completed  projects;  and 

WHEREAS,      As  an  additional  source  of  payment  for  Phase  II  for  the  James  R. 

Cruise  Terminal  projects  and  other  cruise  facility  improvements,  Port 
staff  has  proposed  amending  the  Port's  tariff  to  implement  a  $6 
Passenger  Facility  Charge  that  would  be  included  in  the  Cruise  Fee 
paid  by  cruise  ship  passengers;  and 

WHEREAS,      Assuming  $21  million  in  net  Port  revenues,  at  an  annual  6  percent 

interest  rate,  and  2. Ox  debt  service  coverage,  the  Port  can  support  the 
issuance  of  approximately  $50.7  million  of  debt  over  the  next  five  year 
period  (2014-2019);  and 

WHEREAS,      The  Port  proposes  to  issue  new  debt  in  an  amount  not  to  exceed 
$25.3  million  (including  a  $1  million  authorization  reserve  pending 
sale),  which  would  bring  the  Port's  bonding  capacity  to  approximately 
$44.9  million  assuming  that  approximately  $18.5  million  from  the 
proposed  Passenger  Facility  Charge  is  used  to  repay  the  debt;  and 

WHEREAS,      The  Port  Commission  has  determined  that  it  would  be  inefficient  to 
fund  the  Projects  through  annual  allocations  in  the  Port's  capital 
budget;  and 

WHEREAS,      The  Port  Commission  has  not  identified  other  sources  of  funds  for 
these  Projects;  now,  therefore,  be  it 
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RESOLVED,     The  Port  Commission  approves  the  financing  plan  to  issue  201 3  Port 
Revenue  Bonds  in  an  amount  not  to  exceed  $25.3  million  for  the 
Projects,  subject  to  Port  Commission  approval  of  the  2013  Revenue 
Bonds  issuance  and  related  transaction  documents;  and  be  it  further 

RESOLVED,     The  Port  Commission  approves  the  reallocation  of  $7.3  million  of  201 0 
Port  Revenue  Bonds  Series  9A  and  9B,  $1 .8  million  of  Series  1 2B  201 3 
Certificates  of  Participation,  and  $0.5  million  of  Port  Capital  Funds, 
subject  to  Board  of  Supervisors  approval  of  a  supplemental 
appropriation  ordinance;  and  be  it  further 


RESOLVED,     The  Port  Commission  recommends  that  the  Board  of  Supervisors 
approve  a  supplemental  appropriation  ordinance  that  allocates 
revenue  bonds  in  an  amount  not  to  exceed  $25.3  million,  which 
includes  a  $1  million  contingency,  reallocates  $7.3  million  of  2010  Port 
Revenue  Bonds  Series  9A  and  9B,  $1 .7  million  of  Series  1 2B  201 3 
Certificates  of  Participation,  and  $0.5  million  of  Port  Capital  Funds,  for 
a  total  amount  of  $34.8  million  to  the  James  R.  Herman  Cruise 
Terminal  project  and  the  Northern  Waterfront  Historic  Pier  Structures 
Repair  project. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port 
Commission  at  its  meeting  of  May  14,  2013. 


Secretary 
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SAN  FRANCISCO 
PORT  COMMISSION 


MAY  14,  2013 
MINUTES  OF  THE  MEETING 


GOVERNMENT 
DOCUMENTS  DEPT 

MAY  2  4  2013 


MEMBERS,  PORT  COMMISSION 
HON.  DOREEN  WOO  HO,  PRESIDENT 
HON.  KIMBERLY  BRANDON,  VICE  PRESIDENT 
HON.  WILLIE  ADAMS 
HON.  LESLIE  KATZ 
HON.  MEL  MURPHY 


SAN  FRANCISCO 
PUBLIC  LIBRARY 


MONIQUE  MOYER,  EXECUTIVE  DIRECTOR 
AMY  QUESADA,  COMMISSION  SECRETARY 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  COMMISSION 


MINUTES  OF  THE  MEETING 
TUESDAY,  MAY  14,  2013 

1 .  CALL  TO  ORDER  /  ROLL  CALL 

Port  Commission  President  Doreen  Woo  Ho  called  the  meeting  to  order  at  2:02  p.m. 
The  following  Commissioners  were  present:  Doreen  Woo  Ho,  Kimberly  Brandon, 
Willie  Adams,  Leslie  Katz  and  Mel  Murphy. 

2.  APPROVAL  OF  MINUTES  -  April  23,  201 3 

ACTION:  Commissioner  Brandon  moved  approval  of  the  minutes;  Commissioner 
Adams  seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  The  minutes  of 
the  April  23,  2013  meeting  were  adopted. 

3.  PUBLIC  COMMENT  ON  EXECUTIVE  SESSION 

4.  EXECUTIVE  SESSION 

A.   Vote  on  whether  to  hold  closed  session. 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Adams 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor. 

At  2:04  p.m.,  the  Commission  withdrew  to  executive  session  to  discuss  the 
following  matters: 

(1 )  CONFERENCE  WITH  LEGAL  COUNSEL  AND  REAL  PROPERTY 

NEGOTIATOR  -  This  is  specifically  authorized  under  California  Government 
Code  Section  54956.8.  This  session  is  closed  to  any  non-City/Port 
representative: 

a.  Property:  AB  4052;  41 1 1 ,  lots  3  and  4;  also  known  as  Pier  70  Waterfront 
Site,  located  near  the  intersection  of  22nd  Street  and  Illinois 

Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  and 
Development 

*Negotiating  Parties:  Forest  City  Development  California:  Kevin  Ratner, 
Alexa  Arena  and  Jack  Sylvan 

b.  Property:  Piers  30/32  and  Seawall  Lot  330 

Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  & 
Development  and  Brad  Benson,  Special  Projects  Manager 
OEWD:  Jennifer  Matz 

*Negotiating  Party:  Golden  State  Warriors  and  GSW  Arena  LLC:  Rick 
Welts,  Ellen  Warner,  Jesse  Blout,  Michael  Cohen 


5.     RECONVENE  IN  OPEN  SESSION 


At  3:1 1p.m.,  the  Port  Commission  withdrew  from  executive  session  and 
reconvened  in  open  session. 

ACTION:  Commissioner  Brandon  moved  approval  to  adjourn  closed  session  and 
reconvene  in  open  session.  Commissioner  Adams  seconded  the  motion.  All  of  the 
Commissioners  were  in  favor. 

6.  PLEDGE  OF  ALLEGIANCE 

7.  ANNOUNCEMENTS  -  The  Port  Commission  Secretary  announced  the  following: 

A.  Announcement  of  Prohibition  of  Sound  Producing  Electronic  Devices  during  the 
Meeting:  Please  be  advised  that  the  ringing  of  and  use  of  cell  phones,  pagers 
and  similar  sound-producing  electronic  devices  are  prohibited  at  this  meeting. 
Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room 
of  any  person(s)  responsible  for  the  ringing  of  or  use  of  a  cell  phone,  pager,  or 
other  similar  sound-producing  electronic  device. 

B.  Announcement  of  Time  Allotment  for  Public  Comments:  Please  be  advised  that 
a  member  of  the  public  has  up  to  three  minutes  to  make  pertinent  public 
comments  on  each  agenda  item  unless  the  Port  Commission  adopts  a  shorter 
period  on  any  item. 

8.  EXECUTIVE 

A.    Executive  Director's  Report 

•    Fisherman's  Wharf  Wax  Museum's  50th  Anniversary  -  May  12,  2013 

Monique  Moyer  -  I'd  like  to  start  by  recognizing  the  Fisherman's  Wharf  Wax 
Museum,  which  celebrated  their  50th  anniversary  this  past  Sunday,  Mother's 
Day.  In  1963,  the  wax  museum  was  established  by  Thomas  Fong.  It  has 
been  passed  down  three  generations.  It's  now  owned  and  operated  by 
Rodney  Fong,  Thomas  Fong's  grandson,  which  is  a  terrific  feat.  For  50 
years,  they  have  had  the  prestige  of  being  one  of  the  largest  wax  museums 
in  the  country.  They  represent  250  life-size  wax  figures  in  their  facility.  Their 
exhibits  span  history  from  dramatic  moments  in  time  to  modern  milestones, 
showcasing  religious  and  world  leaders,  celebrities  and  superstars  and 
legends  in  sports  including  a  number  of  famous  names,  most  recently 
President  Obama.  I'm  told  there  is  a  status  of  Rodney  Fong  himself.  We 
congratulate  them  on  celebrating  50  years.  They  are  going  to  have  a  public 
celebration  this  summer  during  the  height  of  the  tourist  season.  We'll  look 
forward  to  sharing  more  about  that.  If  you  have  a  chance  to  see 
Commissioner  Fong,  please  wish  him  a  happy  birthday.  Actually,  he's  not 
even  50  yet.  That  tells  you  how  long  they've  been  around. 

M05142013  -2- 


•  Pier  70  Crane  Cove  Park  Plan  Community  Workshop  at  699  Illinois  Street- 
May  1 8,  201 3  from  9:45  a.m.  to  1 2  noon 

The  Pier  70  Crane  Cove  Park  workshop  is  the  fourth  in  a  series  of 
community  meetings  to  help  plan  that  park.  That  workshop  will  take  place  on 
Saturday,  May  18,  2013  at  9:45  a.m.  at  699  Illinois  Street.  Everybody  is 
welcome  to  come  and  to  discuss  elements  of  the  project  as  the  planning  and 
design  begins  to  move  forward. 

•  CUESA  Farmer's  Market  20th  Birthday  Bash  -  May  18,  2013  from  9:00  a.m. 
to  12  noon,  Ferry  Building  (farmersmarketbirthdavbash.eventbrite.com) 

The  CUESA  farmer's  market  at  the  Ferry  Building  is  celebrating  its  20th 
birthday.  They  started  in  the  spring  of  1993.  At  the  time  that  the  CUESA 
farmer's  market  started,  there  were  only  three  farmer's  markets  in  the  entire 
city.  Now,  there  are  more  than  25.  The  CUESA  farmer's  market  is  credited 
with  being  a  big  part  of  San  Francisco's  farm-to-table  movement.  Many  of  the 
Port's  restaurants  buy  their  fresh  produce  at  the  farmer's  market  to  serve  to 
all  of  us  when  we're  able  to  take  part.  They've  become  a  very  critical  part  of 
our  local  culinary  economy  and  community.  They  will  be  celebrating  on 
Saturday,  May  18,  from  9:00  to  noon.  They're  actually  having  two 
celebrations.  One  is  a  morning  celebration  from  9:00  to  noon.  Another  one  is 
an  evening  celebration  from  5:30  to  8:30.  From  9:00  to  noon,  they  will  have 
areas  that  are  ticketed  and  areas  that  are  open  to  the  public.  The  public  area 
will  include  a  treasure  hunt.  The  ticketed  area  will  include  specialty  foods  that 
will  be  for  ticket  holders.  The  tickets  are  available  to  the  public.  From  5:30  to 
8:30  p.m.,  CUESA  and  the  Northern  California  Chapter  of  the  United  States 
Bartenders  Guild  are  throwing  a  party  here.  They  will  be  featuring  1 1  different 
types  of  drinks  made  either  from  Tequila  Herradura  Silver  or  El  Jimador 
Anejo.  If  you  like  tequila,  this  will  be  the  place  to  be.  They  will  be  featuring 
hors  d'oeuvres  that  apparently  match  well  with  these  types  of  tequilas.  That's 
a  ticketed  event.  People  can  get  tickets  at 
FarmersMarketBirthdayBash.eventbrite.com. 

•  Port  of  San  Francisco's  Foreign  Trade  Zone  No.  3  approved  for  expanded 
service  area 

The  Port  of  San  Francisco's  Foreign  Trade  Zone  #3  expansion  was  approved 
by  the  United  States  Department  of  Commerce.  Last  fall,  we  sought 
Commission's  permission  to  make  an  application  to  expand  our  foreign  trade 
zone.  The  Port  holds  the  third  license  of  foreign  trade  zones  ever  issued.  It 
dates  back  a  very  long  time  now.  There's  well  over  3,000  such  licenses.  We 
were  seeking  to  expand  our  foreign  trade  zone  from  being  San  Francisco 
and  San  Mateo  but  to  also  include  Marin  and  Sonoma  counties,  Contra 
Costa  and  Solano  counties  and  Napa  County.  On  April  30,  2013,  the  United 
States  Department  of  Commerce  approved  that  application.  Now,  businesses 
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in  those  counties  can  avail  themselves  of  the  foreign  trade  zone  benefits.  A 
foreign  trade  zone  allows  customers  to  defer,  reduce  and/or  eliminate 
customs  duties  depending  on  what's  happening  with  the  goods  that  they  are 
bringing  in.  For  example,  if  they're  bringing  in  a  component  with  this 
particular  size  duty  and  they're  marrying  it  with  another  component,  maybe 
the  combined  component  of  the  duty  would  be  less  than  the  two  components 
so  that's  an  advantage  to  them.  We've  gotten  a  lot  of  press.  There  are  a  lot  of 
companies  in  the  North  Bay  that  are  very  interested  in  expanding  their 
operations.  The  ability  to  use  the  foreign  trade  zone  allows  them  for  a  global 
competitiveness  with  their  global  competitors  and  also  helps  to  create  more 
jobs  as  they  expand  their  operations.  Kudos  to  Jim  Maloney  and  the  maritime 
staff  for  seeing  that  opportunity  and  seizing  upon  it.  They're  getting  a 
tremendously  great  response,  which  we're  very  happy  about. 

Port  Bi-annual  Budget  Hearing  at  Budget  and  Finance  Committee  of  the 
Board  of  Supervisors  -  May  29,  2013  at  1  p.m. 

The  Port's  biannual  budget  hearing  will  be  at  the  Board  of  Supervisors' 
Budget  Committee  on  Wednesday,  May  29,  2013  at  1 :00  p.m.  in  the  Board  of 
Supervisors'  Chamber.  This  is  an  update  to  our  two-year  budget.  We  don't 
expect  there  to  be  a  lot  of  new  material  presented.  As  you  know  from 
adopting  the  budget,  we  stayed  within  the  budget  for  the  most  part  that  we 
approved  a  year  and  a  half  ago  but  we  will  be  heard  as  part  of  the  Mayor's 
budget  submission  by  the  Board  Committee.  Then,  it  will  go  on  to  the  full 
board  in  the  June-July  timeframe  and  will  report  back  to  you  any  changes 
that  the  board  makes.  We  encourage  you  to  join  us. 

Recap  of  Port's  150th  Anniversary  and  Committee  Recognition 

I'd  like  to  say  thank  you  to  a  tremendous  group  of  people  who  have  helped 
the  Port  to  participate  and  celebrate  its  150th  anniversary.  Peter  Dailey  found 
me  a  write-up  post  our  party  on  what  the  Port  did  on  the  100th  anniversary. 
Interestingly  enough,  what  we  decided  to  do  for  our  150th  wasn't  all  that 
different  from  what  the  Port  did.  We  held  a  big  gala  on  the  second  floor  here. 
They  held  a  big  luncheon.  We  had  posters  and  banners  and  a  little  video. 
They  had  something  very  similar.  I  guess  great  minds  think  alike  for  150 
years.  That  was  very  gratifying  for  us.  It  happened  mostly  all  internally.  We 
had  the  support  of  many  of  our  partners  who  were  sponsors  and/or  gave  in- 
kind  donations.  Some  of  those  donations  were  quite  a  thrill  for  our  guests, 
such  as  the  pedicab  rides  to  and  from  the  event  and  things  like  that  but  most 
of  the  work  has  been  done  the  last  100-plus  days  by  Port  staff.  At  our  last 
meeting,  we  talked  about  the  staff  that  worked  on  the  banners  and  the 
pylons,  which  continued  to  be  extremely  popular  but  there  was  another 
tremendous  group  of  staff  who  helped  get  our  actual  birthday  date  done  at 
the  Pier  39  event  and  again  at  the  gala  and  again  on  Maritime  Day.  Many  of 
whom  are  here.  Please  come  forward  as  I  call  your  name. 


From  our  actual  birthday  of  April  24,  2013,  we  have  April  Shaw,  Denise  Lum, 
Anita  Yao,  Josephine  Fung,  Cora  Sapaen,  Manny  Pacheco,  George 
Onyemen,  Patricia  San  Augustin,  David  Rosales,  Molly  Bode,  Marilyn  Yeh 
and  Amy  Quesada.  This  is  a  partial  list  of  the  group  that  stood  out  in  the  wind 
at  Pier  39  and  helped  people  to  find  their  way  or  stuffed  a  million,  gazillion 
party  bags  for  our  guests  or  did  cleanup  and  setup  for  our  gala.  We  are  really 
grateful  to  all  of  them.  I  would  really  appreciate  you  joining  me  and  thanking 
them  for  their  tremendous  assistance.  We  have  memorial  caps  for  you  to 
recognize  your  contributions.  We  thank  you  for  that. 

Then,  there  were  all  of  the  Port  staff  that  participated  in  the  Maritime  Day 
event  itself,  which  ranged  from  Aquatic  Park  in  Fisherman's  Wharf,  all  seven- 
and-a-half  miles  down  to  Heron's  Head.  There  was  a  tremendous  outpouring 
of  Port  staff  that  volunteered  their  time  and  helped  make  the  waterfront 
glisten  and  people  feel  welcomed. 

This  is  another  big  group  of  staff:  David  Gibbs,  Roy  Maxon,  Tai  Trang,  Dave 
Rauenbuehler,  Bruce  Lanham,  Robert  Lanham,  Curtis  Burns,  Tom  Carter, 
Manny  Pacheco,  Patricia  San  Augustin,  George  Onyemen,  Kanya  Dorland, 
Megan  Stephenson,  Renee  Martin,  Jane  Sullivan,  Corrine  Mehigan,  Amy 
Quesada,  Jay  Edwards,  David  Beaupre,  Vicky  Lee,  Carol  Bach,  Jerry 
Roybal,  Jim  Maloney,  Denise  Turner,  Anita  Yao,  Demetri  Amaro,  Joe  Riley, 
Lauren  Eisele  and  Shannon  Alford. 

Ladies  and  gentlemen,  this  is  the  group  of  people  that  were  physically  out 
touching  the  folks  who  came  to  the  waterfront.  We  had  an  amazing  turnout  of 
people  here  to  work  with  us.  There  are  a  couple  people  in  the  audience  who  I 
hope  will  speak  in  public  comment  about  their  experience  of  the  day. 

We  had  a  lot  of  people  who  have  not  come  to  the  waterfront  before  come 
down  because  they  saw  the  advertisements  on  the  buses  or  on  TV  and 
wanted  to  come  experience  it.  The  waterfront  was  just  teeming  with  people. 
Heron's  Head  Park  and  the  EcoCenter  was  full  of  folks.  Thank  you,  Carol,  for 
that.  The  boat  clubs  down  in  the  Pier  48-50  area  were  teeming  with  people 
who  were  curious  to  see  what's  behind  all  of  those  private  clubs.  Up  here 
was  just  an  amazing  amount  of  people.  Please  join  me  in  thanking  this  group 
of  extraordinary  Port  personnel. 

Last  but  not  the  least,  this  could  not  have  been  possible  at  all  without  a  huge 
volunteer  group  of  folks  who  staffed  something  known  as  the  committee  for 
the  150th.  It  took  a  tremendous  amount  of  their  time,  both  regular  hours  and 
overtime  hours.  I  want  to  recognize  the  committee. 

Please  come  forward  as  I  call  your  names:  Megan  Stephenson,  Jane 
Sullivan,  Corrine  Mehigan,  Dave  Rauenbuehler,  Dan  Hodapp,  Damon 
Burgett,  Jerry  Roybal,  Jay  Edwards,  Anita  Yao,  Mark  Paez,  Lourdes  Juarez, 
Vicky  Lee,  Kanya  Dorland,  Carol  Bach,  Wendy  Proctor  and  their  fearless 
leader  Renee  Dunn  Martin. 
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We  have  a  little  something  special  for  all  of  the  committee  members.  This 
one  is  Megan's.  It  is  a  beautiful  lucite  cube  with  some  water.  It  reads,  "Megan 
Stephenson,  in  recognition  of  your  extraordinary  contribution  to  celebrating 
the  Port  of  San  Francisco's  150th  anniversary,  April  2013."  Each  of  the 
committee  members  will  receive  one  of  these  with  their  names  on  it. 

Every  little  thing  that  those  of  you  who  came  to  the  gala  got  to  enjoy,  whether 
you  went  into  the  crazy  photo  booth,  whether  you  fraternized  with  the 
Chocolate  Girls  or  the  stilt  walkers  or  you  enjoyed  those  gorgeous  flowers  or 
some  of  the  wonderful  whiskey  or  rode  a  pedicab,  a  lot  of  that  came  from  this 
incredible  crew  and  was  overseen  by  the  best  party  thrower  in  the  city  -- 
sorry  to  some  of  our  more  famous  ones  --  and  that  is  Renee  Dunn  Martin. 
We  have  a  beautiful  vase  for  Renee.  It  reads,  "Renee  Dunn  Martin, 
recognizing  exemplary  leadership  and  skill  in  commemorating  the  Port  of 
San  Francisco's  150th  anniversary,  April  2013."  Thank  you,  Renee  and 
Renee's  husband  who  put  up  with  Renee  doing  all  this  great  work.  Thank 
you  and  congratulations! 

•    In  memoriam  -  Andrew  "Bart"  Simpson 

A  very  sad  note.  As  is  widely  reported  and  well  known,  we  unfortunately  lost 
a  young  man,  Andrew  "Bart"  Simpson,  earlier  this  week  through  an  accident 
with  the  America's  Cup  vessel  by  the  Artemis  team.  He's  an  incredible  young 
man  visiting  San  Francisco  with  his  wife  and  infant  child.  He's  a  multi- 
Olympic  medalist.  He  was  the  team  strategist  and  just  an  exemplary  person. 
It  is  a  huge  loss  to  our  community.  Unfortunately,  I  don't  think  the  press  has 
been  as  forthcoming  about  who  he  was  and  what  a  sacrifice  it  is  for  his  family 
to  have  lost  his  life  as  they  have  been  of  some  of  the  other  critiques  of  the 
America's  Cup.  It's  important,  as  the  community  of  San  Francisco,  that  we 
recognize  the  sacrifice  that's  been  made  by  this  family.  We  give  them  our 
very  best  thoughts  and  blessings.  I'd  like  to  adjourn  our  meeting  today  in 
honor  of  Mr.  Andrew  "Bart"  Simpson. 

Dennis  Koller  -  I'm  the  executive  director  of  the  Bethlehem  Shipyard 
Museum.  I'd  like  to  add  our  thanks  to  the  Port  of  San  Francisco,  especially 
Monique  and  her  staff,  for  inviting  us  to  exhibit  our  artifacts  and  pictures  as 
part  of  the  Port's  150th  anniversary  celebration.  A  special  kudos  from  us  to 
Susan  Reynolds,  Renee  Martin,  Megan  Stephenson  and  Amy  Quesada  for 
their  help  during  the  day  for  us.  The  Bethlehem  Shipyard  Museum  is  a  newly 
formed  501(c)(3)  non-profit  whose  mission  it  is  to  connect  San  Francisco's 
past  and  her  future  together  by  preserving  the  history  of  the  industrialization 
of  the  city  from  1849  to  the  end  of  Beth  Ship  in  1982  and,  by  doing  so, 
preserving  that  history,  most  importantly  to  honor  the  dignity  and  value  of  the 
skilled  labor  that  made  San  Francisco  possible.  We  had  over  500  people 
come  by  our  exhibit.  We  were  very  newly  formed.  It  was  our  first  time  in 
public.  We  want  to  thank  the  Port  for  that.  The  Bethlehem  Museum  is  going 
to  be  a  mobile  museum.  We're  going  to  be  taking  our  artifacts  and  interactive 


M05142013 


-6- 


exhibits  to  the  schoolyards  in  the  city.  I  want  to  thank  everybody  here  that 
made  this  possible  for  us  to  be  there. 

Commissioner  Woo  Ho  -  On  behalf  of  the  commission,  I  would  like  to 
congratulate  the  staff  on  a  wonderful,  terrific  celebration  of  the  150th 
anniversary.  It  really  energized  us  to  see  what  the  Port  is  doing  and  what  is 
to  come.  It  was  a  wonderful  celebration.  We  look  forward  to  the  future. 

On  behalf  of  the  Port  Commission,  we  are  sending  a  letter  both  to  the  captain 
of  the  Artemis  team  as  well  as  to  Mrs.  Simpson  to  express  our  most  sincere 
condolences  in  terms  of  the  loss  of  Bart  Simpson.  It  was  a  very  tragic  loss. 
We  all  want  to  commemorate  that.  We  will  adjourn  the  meeting  today  in  his 
honor.  We  also  want  to  go  on  record  that  we're  very  sad  by  this  event  and 
this  tragedy. 

B.    Informational  presentation  introducing  the  Respondents  to  the  Request  for 
Proposals  for  Cruise  Terminal  Passenger  Operations,  Parking  and  Conference 
and  Special  Event  Management  for  the  James  R.  Herman  Cruise  Terminal  at 
Pier  27. 

John  Doll,  Planning  and  Development  staff  -  I've  been  working  on  the  cruise 
terminal  project  for  the  last  several  years  in  an  ongoing  epic  project  to  get  this 
building  completed  and  operated.  The  phase-one  construction  has  been 
complete  as  in  March.  That  primarily  is  the  cruise  terminal  building.  That  has 
been  turned  over  to  the  America's  Cup  event  authority  for  their  racing  events 
until  November.  At  that  point,  then  phase  II  begins  to  complete  the  site.  To 
complete  the  building,  we  commissioned  shoreside  power  to  install  a  mobile 
gangway  as  well  as  a  2.5-acre  park  and  other  site  improvements  to  Pier  27.  On 
the  one  hand,  we're  doing  the  construction.  On  the  other  hand,  who's  going  to 
manage  this  project?  In  September  2012,  the  Port  Commission  authorized  staff 
to  issue  an  RFP  for  management  services  for  cruise  terminal  operations  to 
manage  special  events  as  well  as  parking  for  this  project. 

We  received  two  very  qualified  proposals  from  two  development  teams:  Metro 
and  Ports  America.  I  want  to  introduce  the  teams  today  and  we  would  come 
back  at  the  May  28  Port  Commission  meeting  with  staff's  recommendation 
based  on  the  evaluation  panel's  recommendation  to  manage  this  property. 

Metro  is  going  to  go  first  and  I'll  turn  it  over  to  Stefano  Borzone.  After  that,  Ports 
America  will  make  a  presentation. 

Stefano  Borzone  -  I'm  the  president  of  Metro  Cruise  Services.  We  want  to 
express  our  gratitude  for  the  opportunity  to  participate  in  the  selection  process 
for  the  new  cruise  terminal.  We  are  as  excited  as  anybody  here  in  town  to  be 
part  of  this  process  and  look  forward  to  the  new  cruise  terminal  becoming 
operational  and  starting  a  new  era  here  in  San  Francisco,  which  we  believe  is 
long  coming. 
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Metro  Cruise  Services  operates  nationally  under  the  umbrella  of  Nautilus 
International  Holding  Company  and  provides  the  following  services  to  the  cruise 
industry  and  beyond.  We  provide  stevedore  services,  cruise  terminal 
management,  security  services  as  part  of  the  terminal,  ground  services,  agency, 
shore  excursions  and  logistics.  We  also  provide  event  planning  and 
transportation. 

Metro  has  a  long  history  in  San  Francisco  that  goes  back  to  1852  with  California 
Ballast  Company,  our  mother  company  back  in  the  day  going  back  to  the  Gold 
Rush.  The  waterfront  of  San  Francisco  is  in  our  DNA.  Some  of  the  saltwater  is  in 
our  blood.  Metro  has  been  the  face  of  the  Port  of  San  Francisco  for  the  cruise 
industry  since  its  inception,  its  beginning  back  in  the  1970s  here  in  this  port.  We 
are  very  proud  of  this  history. 

We  often  talk  about  it.  We  use  it  as  part  of  our  marketing  strategies.  We  have 
had  a  proven  ability  in  successful,  efficient  cruise  terminal  management  on  West 
Coast  ports.  We  have  had  an  excellent  management  of  passenger  debarkation 
and  embarkation  processes,  which  are  key  processes.  We  customize  them  to 
each  cruise  line's  specific  plans,  which  can  be  quite  different  depending  on  the 
demographics  of  the  cruise  lines. 

We  have  achieved  very  high  customer  satisfaction  ratings  and  business  growth 
in  San  Francisco  while  operating  in  what  we  like  to  call  our  old  grand  lady  of 
cruise  terminals.  We  are  emotionally  attached  to  it  but  it  is  an  aging  lady  with 
some  limitations  at  Pier  35.  We'd  like  to  say  that,  notwithstanding  the  limitations, 
we  have  worked  very  hard  to  make  it  successful.  We  have  been  able  to  grow 
business  accordingly. 

We  obviously  have  strong  relationships  with  everyone  in  San  Francisco.  It  is 
essential  for  an  operator  to  do  so.  We  have  strong  labor  relations  with  the  ILWU 
with  whom  we  interface  daily.  Obviously,  government  agencies  from  U.S.  Coast 
Guard  to  customers  and  border  protection  and  so  on  and  the  many  suppliers  in 
the  city. 

We  have  had  an  excellent  safety-security-environment  compliance  record,  which 
is  essential,  as  we  manage  so  many  personnel.  We  have  recently  received 
wonderful  awards  to  recognize  the  low  injury  rate  we  have  recorded,  something 
we  are  very  proud  of. 

What  is  our  vision  essentially  for  this  cruise  terminal?  We  want  to  introduce  this 
new,  world-class  facility  to  the  cruise  industry,  which  has  been  waiting  for  it,  and 
offer  a  flawless  guest  experience  to  every  passenger  transiting  through  it. 

We  want  to  achieve  the  highest  cruise  customer  satisfaction  ratings  ever 
recorded  in  our  port  and  grow  the  business  aggressively.  We  want  to  integrate 
special  events,  minimizing  terminal  downtimes  and  marketing  the  facility  as  a 
full-spectrum,  exceptional  event  venue. 
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We  have  an  excellent  in-house  team  long  based  in  San  Francisco,  fully 
dedicated  to  cruise.  They  do  nothing  else  and  are  in  touch  with  local  practices 
and  customs  and  established  routines. 

San  Francisco  is  a  unique  port  with  many  long-established  practices.  You  have 
to  know  the  Port  to  be  able  to  work  in  the  Port.  We  have  demonstrated  with  our 
team  competency  in  all  layers  of  cruise  operations. 

We  don't  only  limit  our  team  to  stevedore  operations.  We  do  everything  else.  We 
have  incredibly  strong  client  relations,  communication  and  relationships  of  trust 
with  all  the  cruise  industry  companies  from  Princess  Cruises  to  Royal 
Caribbean,  Celebrity  and  NCL  and  many  of  the  luxury  operators. 

We  have  this  proven  ability  to  deliver  a  total  package  of  services  fully  integrated 
with  stevedore.  We're  not  going  to  start  now  to  integrate  all  activities  around  the 
cruise  terminal.  We  have  been  doing  so  for  many  years.  This  team  consistently 
delivered  excellent  customer  service  over  the  years  contributing  to  cruise 
growth,  as  we  discussed,  and  showing  good  results. 

Our  partners.  Obviously,  the  spectrum  of  services  that  the  new  cruise  terminal 
will  invest  on,  particularly  parking  and  special  events,  required  us  to  go  beyond 
our  expertise  and  to  partner  with  companies  that  proved  abilities  to  excel  in 
those  areas. 

Those  two  companies  are  Hartmann  Studios  and  ImPark.  Our  partners  are  the 
best  event  management  and  parking  firms  in  the  Bay  Area.  That  is  what  we 
believe.  Hartmann  has  the  local  knowledge,  the  experience,  and  the  capability  to 
make  the  cruise  terminal  the  premier  event  venue  in  San  Francisco.  Metro  and 
Hartmann  will  combine  proven  terminal  management  and  customer  service 
abilities  with  unmatched  event  management  expertise.  We  believe  it  will  be  a 
very  powerful  partnership  that  will  lead  to  exceptional  results. 

Impark's  knowledge  of  San  Francisco  and  their  success  at  Giants  Stadium's 
AT&T  Park  will  perfectly  fit  the  cruise  terminal.  ImPark  will  introduce  innovation 
and  efficiency  while  customizing  their  service  to  the  different  needs  of  the  facility. 
They  will  also  introduce  new  and  exciting  things  like  valet  parking,  which  is  not 
available  for  cruise  customers  today.  It  will  create  systems  that  will  monitor  the 
rates  at  peak  times  and  slow  times  as  part  of  their  program. 

I'd  like  to  take  a  quick  moment  to  introduce  our  partners.  We  have  two 
representatives  today.  The  first  one  from  Hartmann  Studios  is  Matt  Guelfi.  Then, 
we  have  Jim  Hornback  from  Impart,  which  will  follow  in  a  second. 

Matt  Guelfi  -  I'm  with  Hartmann  Studios.  We're  the  premier  event  design  and 
production  company  in  San  Francisco,  in  the  Bay  Area.  You  probably  know  us 
from  a  number  of  our  major  events. 

We  just  recently  concluded  the  Giants  World  Series  parade.  We're  looking 
forward  to  another  one.  We're  very  excited  about  the  terminal.  It  couldn't  have 
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come  online  at  a  better  time.  Right  now,  there  is  quite  a  backlog  of  space 
needed  in  San  Francisco  with  the  loss  of  Pier  48  in  the  next  year  or  two  as  well 
Fort  Mason  being  under  construction. 

We  think  it's  a  dynamic  space  and  probably  one  of  the  best  on  the  West  Coast 
for  not  only  special  events  but  also  trade  shows,  business  sessions,  meetings 
and  so  on. 

Jim  Hornback  -  I'm  the  director  of  business  development  for  ImPark.  ImPark  is  a 
name  that's  not  really  well  known  in  San  Francisco  even  though  we've  been 
here  since  1999.  We  were  selected  by  the  Giants  to  run  all  the  parking  for  AT&T 
Park,  SBC  Park,  Pacific  Bell,  whatever  it  was  at  the  time,  and  have  been  in  town 
a  long  time.  We've  got  a  lot  of  municipal  contracts,  a  lot  of  city  contracts.  We  do 
a  lot  of  business  with  the  Port.  We  are  a  Port  tenant  at  Pier  50.  We're  in  the 
process  of  expanding  our  space  there  at  this  point  as  we  continue  to  grow.  We 
also  run  some  of  the  largest  City  of  San  Francisco  garages. 

Last  year,  we  were  awarded  the  Fifth  and  Mission  garage,  the  Golden  Gateway 
garage,  Japan  Center  and  St.  Mary's  Square.  Those  were  done  in  a  joint 
venture  we  formed  with  a  small,  local  disadvantaged  business  enterprise  under 
the  name  Imco  Parking. 

When  you  see  that  name,  it  is  ImPark  behind  that.  ImPark  is  a  privately  held 
company  owned  by  the  Ontario  Teacher's  Pension  Trust  Fund  in  Ontario, 
Canada  with  a  net  worth  of  more  than  $110  billion.  We  have  a  lot  of  backing 
behind  us.  We  have  a  lot  of  good  people  here  in  town.  We're  looking  forward  to 
providing  a  high  level  of  parking  service  to  the  Port  and  the  people  of  San 
Francisco. 

Stefano  Borzone  -  Our  plan.  We  want  to  establish  a  business  development  plan 
that  incentivizes  all  parties  through  profit  sharing.  We  want  to  maximize  available 
terminal  usage  days  for  cruise  and  special  events.  Obviously,  there  will  be  no 
dead  days  as  much  as  possible.  This  would  allow  us  to  increase  union  jobs  in 
areas  of  terminal  security,  maintenance  and  operations  to  manage  and  protect 
the  new  facility.  It  is  a  new  type  of  facility.  It  is  much  different  from  Pier  35.  It  has 
different  requirements  and  different  standards.  We  obviously  plan  to  expand  our 
partnership  with  local  businesses  through  opportunities  offered  by  the  LBE 
program. 

It's  something  that  we  need  to  discuss  further  with  our  partners.  We  have  found 
out  that  there  is  a  degree  of  education  that  needs  to  go  in  that  direction  with 
some  of  the  companies,  small  businesses  we  do  business  with  but  there  is 
certainly  much  interest  in  it  and  we  intend  to  pursue  it. 

We  obviously  want  to  showcase  the  James  Herman  Cruise  Terminal  as  a  newly 
available,  exceptional  venue  through  a  grand  opening  event.  We  want  to 
schedule  an  event  as  soon  as  possible  when  the  terminal  becomes  available, 
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use  it  as  an  opportunity  to  showcase  it,  and  show  it  to  everyone  in  town  and 
beyond. 

Schedule  management.  We  are  asked  many  questions  by  everyone  in  town  on 
how  we're  going  to  manage  the  schedule.  What's  going  to  happen  with  cruise 
ships  coming  in  or  when  there  could  be  a  possible  conflict.  Overall,  cruise 
bookings  are  made  24  months  to  18  months  in  advance.  It's  about  two  years  to 
18  months  leeway.  It  is  our  ultimate  goal  overtime  to  reach  120  cruise  calls  per 
year  in  this  port,  which  we  believe  is  achievable  based  on  market  trends  in 
discussion  with  the  cruise  industry.  This  would  result  in  240  cruise  days  with  the 
day  prior  to  the  ship  call  being  blocked  for  the  preparation  for  the  ship  call. 

In  a  worst-case  scenario,  because  there  are  going  to  be  many  times  where  there 
are  multiple  ship  calls  in  one  day  or  where  there  are  ship  calls  one  day  after  the 
other.  This  is  very  much  a  worst-case  scenario.  This  will  still  leave  125  days 
available  for  special  events.  With  1 .5  days  per  special  event,  that  leaves  room 
for  80  events  per  year  that  could  be  scheduled,  again,  in  a  worst-case  scenario. 
We  have  much  marketing  to  do  and  much  work  to  do  to  bring  this  amount  of 
events  to  the  facilities  as  they  are  available.  Event  bookings  will  then  be  taken 
starting  about  17  months  in  advance  and  confirmed  a  year  in  advance.  There 
could  be  some  very  large  events  that  could  be  booked  and  confirmed  prior  to 
that.  We're  simply  using  sort  of  an  average  of  what  could  happen. 

Pier  35  South  and  North,  which  was  recently  upgraded  berths,  will  be  used  for 
multi-ship  days,  last-minute  additions.  We  are  very  much  in  favor  of  keeping  Pier 
35  alive  and  well.  We  think  that  taking  steps  and  investments  at  Pier  35  to 
minimize  so  that  the  gap  in  experience  between  Pier  27  and  Pier  35  would  be  a 
good  idea  as  it  will  need  to  be  used  more  frequently  than  not. 

Business  development.  We  take  a  proactive  and  systematic  approach  to 
business  development  as  well  as  we  do  with  operations.  Our  business 
development  plan  has  focus  areas  that  are:  balanced  revenue  and  margins 
differentiation  in  market.  It  has  capable  and  reliable  processes,  and  it  has  high 
performance  workforce  as  the  focus  areas  on  the  first  column. 

There  are  strategies  for  each  one  of  those  focus  areas  and  there  are  individual 
plans  to  support  those  strategies.  Each  one  of  those  plans  has  strategic  projects 
to  support  them.  Essentially,  every  one  of  the  projects  takes  areas  of  interest 
and  develops  them. 

We  have  a  year-round  commitment  from  Princess  Cruises,  for  example.  We 
want  to  maintain  that.  We  also  know  that,  to  continue  to  grow,  we  need  to 
expand  to  other  clients  and  so  on  and  so  forth. 

I  simply  wanted  to  show  the  systematic  approach  that  we  will  take  to  business 
development.  Here  is  a  simple  chart.  We  believe  there  is  potential  for  120  calls  a 
year  to  be  reached.  If  that  potential  is  accomplished,  there  will  be  still  a  large 
portion  from  Princess  Cruises  within  year-round  deployment  but  there  needs  to 
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be  a  strong  effort  made  to  capture  other  companies  with  large  deployments 
either  being  NCL  or  Royal  Caribbean,  Celebrity  or  a  combination  of  the  industry 
to  be  able  to  achieve  it. 

We  believe  there  needs  to  be  an  annual  business  development  review  with  the 
Port  of  San  Francisco  in  close  partnership  so  that  the  company  performance  in 
comparison  with  the  KPIs  is  aligned,  changing  marketing  conditions, 
infrastructure  and  equipment  requirements,  any  related  investments, 
effectiveness  of  marketing  efforts  that  we  may  be  doing,  renewal  and  updating  of 
KPIs  and  critical  factors  impacting  execution  of  cruise  strategies. 

We  believe  that  this  needs  to  take  place  at  least  yearly  as  well  as  a  business 
alignment  effort  where  we  want  yearly  to  verify  that  cruise,  special  events  and 
parking  operations  are  effectively  aligned.  The  process  needs  to  include  an 
analysis  of  booking  trends,  parking  trends,  impact  of  peak-season  cruise 
deployments  and  special  event  scheduling. 

Are  we,  in  fact,  able  to  schedule  the  amount  of  events  that  we  want  to  schedule? 
Is  there  a  problem  of  coming  through  at  peak  times  of  the  year  when  many 
cruise  ships  are  coming  in?  And  obviously,  interface  with  San  Francisco  Travel 
Association  and  major  destination  management  companies  that  are  key 
elements  of  us  being  able  to  market  and  attract  special  events. 

John  Doll  -  Let  me  introduce  Ports  America.  Manny,  could  you  help  --  and  this  is 
with  Steve  Loevsky  and  Octavio  Sanchez. 

Steve  Loevsky,  Vice  president  of  Ports  America  cruise  operations  -  I  want  to 
thank  everyone  for  seeing  us  today.  We're  very  excited  about  the  opportunity  for 
management  in  the  Pier  27  cruise  terminal.  I  want  to  introduce  you  to  our  two 
partners  in  this  venture. 

Bret  Matteson  -  I  am  the  President  of  Columbia  Hospitality  and  I  have  with  me 
today  Jolene  DiSalvo,  our  vice  president  of  marketing. 

Fred  Bekele  -  I'm  the  founder  of  Convenient  Parking.  It's  a  certified  local 
business  enterprise  and  been  in  the  business  21  years. 

Steve  Loevsky  -  We'll  run  you  through  our  agenda  today:  experience, 
qualification,  our  management  plan  optimizing  the  building  and  space  utilization 
and  differentiating  characteristics  from  our  competition. 

Ports  America  is  the  largest  terminal  operator  and  stevedore  in  the  United  States 
today.  Our  cruise  division  manages  and  operates  the  Manhattan  Cruise 
Terminal,  full  turnkey  production,  maintenance,  parking,  security,  stevedoring, 
special  events,  etc. 


We've  been  doing  that  under  a  long-term  agreement  with  the  City  of  New  York 
since  1997.  More  recently,  we  now  manage  and  operate  the  L.A.  Cruise 
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Terminal  as  of  the  fourth  quarter  of  2012.  We  provide  cruise  stevedoring 
services  in  Portland,  Maine,  Boston,  Massachusetts  and  our  JV  partners  in 
Norfolk,  Virginia  and  Miami. 

We  have  a  number  of  awards  that  have  been  bestowed  upon  us  recently  at 
Seatrade,  the  largest  cruise  industry  event  that's  held  every  year.  Back  in  201 1, 
best  experience  at  Manhattan  terminal,  best  turnaround  port  operation,  most 
efficient  terminal  operation,  etc. 

Bret  Matteson-  I'm  representing  Columbia  Hospitality.  We've  been  in  business 
for  17  years.  We're  based  in  Seattle,  Washington.  We  operate  27  different 
properties  in  the  western  United  States,  employ  1 ,200  team  members  and 
operate  hotels,  conference  centers  and  distinctive  venues. 

One  of  our  businesses  that  we  are  a  partner  in  is  with  a  company  called  Cruise 
Terminals  of  America.  We  operate  all  the  cruise  terminals  since  their  inception  in 
Seattle.  Additionally,  Columbia  Hospitality  is  the  sole  supplier  and  operator  of 
special  events  for  the  cruise  terminal  entities.  For  the  Port  of  Seattle,  we  operate 
Bell  Harbor  Conference  Center,  the  Maritime  Event  Center,  the  cruise  terminal 
and  event  center  at  Pier  66  and  Smith  Cove  Cruise  Terminal  at  91  as  well  as  the 
World  Trade  Center  Seattle  all  for  the  Port  of  Seattle. 

Fred  Bekele  -  Convenient  Parking  has  been  in  business  for  21  years.  We  are 
proud  to  say  that  Convenient  Parking  has  the  highest  experience  in  event 
parking  in  the  City  and  County  of  San  Francisco.  We've  been  in  business  since 
1993.  We've  handled  events  such  as  Fleet  Week  at  Lombard  Street  garage, 
Union  Street  festivals.  We  have  managed  Moscone  Garage  for  many  years. 
That  gave  us  the  exposure  and  the  experience  to  have  managed  over  92  events 
annually  that's  held  by  the  Moscone  Center  as  well  as  for  the  New  Year  and  the 
different  events. 

Steve  Loevsky  -  This  is  a  photo  of  some  busy  days  both  in  Manhattan  and  Los 
Angeles.  Our  management  plan  consists  of  trying  to  run  our  facility  at  Pier  27  at 
optimum  service  with  a  terminal  manager,  key  to  all  the  new  facility  infrastructure 
that's  going  to  be  there.  It  looks  very  lovely  from  all  the  drawings  that  I've  seen, 
an  administrative  person  and  a  superintendent.  Our  Terminal  Manager  will  be 
our  central  point  of  contact  for  the  Port.  His  or  her  responsibilities  will  include 
cruise  operations,  special  events  and  the  oversight  of  parking.  We  see  that  the 
best  opportunity  for  cost  reductions  based  on  what  we've  been  able  to  look  at  in 
running  some  of  our  financial  models  is  in  the  area  of  security,  something  we've 
been  very  successful  in  reducing  some  very  big  costs  in  Manhattan. 

Cruise  ships  do  get  the  priority,  just  like  most  cruise  facilities.  We  do  boast  very 
fast  turnaround  times.  We're  turning  ships  out  in  less  than  seven  hours.  We're 
sailing  NCL  calls,  which  deploy  year-round  out  of  Manhattan  by  no  later  than 
3:00  p.m.  nowadays. 
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Our  marketing  plan  includes  a  kickoff  symposium  and  then  to  continue 
marketing  the  facility  on  an  annual  basis  with  more  symposiums.  We  also  are 
looking  at  opportunities  for  shorter  cruises  out  of  San  Francisco.  We  see  that 
trend  occurring  more  on  the  West  Coast  at  this  time. 

Bret  Matteson  -  On  the  event  side,  it's  really  simple.  We  just  want  to  blow  people 
away.  We  want  to  connect  with  them  emotionally.  We  want  them  to  become 
screaming  evangelists  about  your  new  facility.  We  start  by  digging  in  and  getting 
to  understand  your  vision  and  what  you  want  to  be  the  outcome  to  be  delivered. 

We  have  our  own  processes.  It's  really  simple.  We  attract,  we  select,  we  train 
and  we  motivate  by  inspiring  and  empowering  the  team  members  that  we  have 
on  staff.  We  create  incredible  events.  We  engage  the  community  and  the  local 
business  units  to  embrace  this  special  facility  you  have  and  maximize  its 
utilization.  We  get  the  most  efficiency  out  of  it.  We  have  learned,  through  the  12 
years  of  operating  not  only  the  cruise  terminals  in  Seattle  but  providing  the  event 
services  in  Seattle,  how  to  partner  with  companies  that  we're  standing  with  today 
and  our  port  representatives  to  get  the  best  out  of  the  facility. 

Fred  Bekele  -  On  the  parking  side  of  this  event,  the  most  important  thing  is  to  be 
fully  informed  about  the  kind  of  event  that's  going  to  take  place,  whether  it  is  a 
maritime  or  non-maritime  event.  To  be  fully  knowledgeable  what  the  attendance 
is  going  to  be,  what  kind  of  event  it's  going  to  be  is  going  to  give  us  a  good 
coordination  that  will  have  a  good  fluidity  in  traffic  and  congestion.  That's  how 
we  will  approach  our  parking  end  of  our  responsibilities. 

Steve  Loevsky  -  More  visual  -  the  Armory  Show,  a  very  high-end  art  event  at 
Manhattan.  In  Seattle,  the  Microsoft  Tech  Ready  at  Seattle  Cruise  Terminal,  just 
some  of  the  special  events  that  our  teams  are  running  on  a  routine  basis. 

On  utilization  of  the  space,  cruise  operations  have  the  priority.  We  pride 
ourselves  at  our  facilities  to  be  able  to  maximize  the  usage  and  be  creative  and 
find  flexibility  within  our  facility  security  plans  that  allow  events  such  as  ENK, 
which  is  a  very  high-end  fashion  event  during  Fashion  Week  in  New  York  City. 

To  be  able  to  come  in  and  set  up  to  a  point  and  then  go  dark  and  allow  a  cruise 
ship  to  work  and  then  come  back  in  and  set  up,  a  lot  of  times  with  over  200-plus 
calls  at  the  facility,  we're  on  very  tight  turnarounds.  It's  a  credit  to  the  team,  the 
operations  and  the  security  that  are  able  to  coordinate  these  things  with  a  lot  of 
these  special  events. 

Recently,  we've  worked  closely  with  the  cruise  lines  and  New  York  City  EDC, 
who  owns  the  property,  and  the  Super  Bowl  Committee,  who  is  hosting  the 
Super  Bowl  in  2014.  We  actually  will  be  hosting  a  number  of  events  such  as  pre- 
game  events  leading  up  to  the  Super  Bowl  and  we're  extremely  excited  about 
that. 
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Bret  Matteson  -  As  I  mentioned  before  and  as  detailed  in  our  RFP  response,  we 
have  quite  a  bit  of  experience  in  quick  turnarounds  for  events.  In  fact,  most  of 
the  events  and  the  two  listed  here,  we're  turning  around  between  when  a  cruise 
ship  leaves  in  the  afternoon  and  a  new  one  comes  in  in  the  morning.  We've 
really  developed  great  practices  to  do  that. 

Cruise  schedules  are  published  in  advance,  as  acknowledged  in  the  earlier 
presenter  and  in  our  RFP  but  they  are  fluid  and  they  change.  You  have  to  have 
a  backup  plan  for  that  so  we  take  that  into  consideration  as  well. 

Our  sales  effort  will  be  focused  on  identifying  groups  and  uses  for  the  facility  that 
are  in  those  non-peak  periods.  There's  just  times  when  cruise  ships  aren't  really 
going  to  come  in.  There  isn't  a  reason,  no  matter  what  you  say  to  the  cruise 
lines,  to  motivate  them  to  change  their  schedules  to  come  in  in  non-peak  or  for 
just  random  reasons. 

We're  going  to  build  around  that.  We're  going  to  find  those  community  events. 
We're  going  to  create  our  own  events.  We're  going  to  utilize  indoor  space  and 
outdoor  space  that  you've  provided  to  energize  the  entire  site. 

Fred  Bekele  -  Utilization  of  parking  facilities  depends  on  knowing  what  the 
turnout  is  going  to  be.  Once  the  parking  operator  knows  what  the  turnout  is 
going  to  be,  we  have  experience  of  converting  parking  lot  or  parking  garages 
into  different  configurations,  so  we'll  be  able  to  maximize  utilization  of  the 
parking  facility.  Whether  the  event  is  held  on  the  site  itself  or  outside,  we  will  be 
able  to  reconfigure  the  parking  lot  using  software  so  we'll  maximize  the  parking 
facility  to  the  highest. 

Steve  Loevsky  -  We  recently  hosted  a  super  mega  yacht.  It  just  departed  today. 
It  stayed  since  February.  In  the  backdrop,  on  the  south  side  of  Pier  90  in 
Manhattan,  but  on  the  north  side,  you  see  the  Carnival  Splendor.  A  lot  of 
diversity  in  the  types  of  not  just  landside  special  events  but  these  types  of 
unique  circumstances  or  events  and  berthing  agreements  that  can  be  created 
and  generate  a  reasonable  amount  of  revenue,  especially  with  a  super  mega 
yacht  that  will  stay  a  long  time.  This  isn't  the  first  time.  We  usually  see  one  or 
two  of  these  a  year. 

We  have  extensive  experience  in  balancing  cruise  and  special  events  to 
maximize  facility  utilization.  It's  even  touched  upon  in  a  prior  report  issued  from 
the  RFP,  the  AECOM  report.  Ports  America  boasts  a  green  fleet  at  its  operations 
in  Manhattan  to  support  the  stevedoring,  loading  and  unloading  of  ships  and  the 
terminal  needs. 

As  far  as  I  know,  we  are  the  only  stevedore  that  is  directly  managing  parking 
operations.  Although,  in  this  model,  it  will  be  a  little  different  but  we  have  the 
expertise  to  oversee  that  with  a  good  deal  of  understanding  of  how  it  works. 
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We  are  also  the  largest  provider  of  security  services  in  the  Port  of  New  York.  We 
have  a  proprietary  security  service.  It's  not  contract  security,  which  can  tend  to 
get  watered  down.  Safety  and  security  are  the  cornerstones  of  our  business 
everywhere. 

We  also  have  an  in-house  process  excellence  team.  It's  a  team  of  black  belts 
that  are  always  coming  in  looking  for  continuous  elimination  of  waste  to  reduce 
cost,  increase  customer  satisfaction.  There  are  well  over  100  project  charters 
totaling  somewhere  in  the  neighborhood  of  $3.3  million  in  potential  savings  that 
Ports  America  is  in  the  process  of  working  on  right  now.  Some  are  mainly  in 
Boston  and  Manhattan  but  we're  also  looking  at  a  charter  in  L.A.  as  well. 

Fred  Bekele  -  When  you're  considering  this  team,  it's  not  the  fact  that  I  am  a 
local  business.  It's  not  only  that,  that  I'm  a  local  business,  a  local  enterprise  that 
has  been  in  business  for  many  years  but  also  because  of  the  exposure  that 
Convenient  Parking  had  in  managing  city-owned  garages  and  working  closely 
for  21  years  with  the  city  with  a  spotless  record.  We  have  also  been  recently 
awarded  four  of  the  biggest  garages  in  the  city.  We're  managing  Golden  Gate, 
Japan  Center,  Fifth  and  Mission  as  well  as  St.  Mary's  Square  Garage  with  our 
partners.  We  have  the  experience  in  parking  management,  especially  focused 
on  the  Moscone  Garage  experience  that  has  different  events.  Also,  the  Lombard 
Street  Garage  that  is  exposed  to  the  water  as  well  as  the  local  street  festivals. 
We  managed  the  Oracle  OpenWorld,  Macworld  that  draws  thousands  and 
thousands  of  people. 

Bret  Matteson  -  As  far  as  differentiating  factors  for  Columbia  Hospitality,  you'll 
find  that  we're  a  company  that's  entrepreneurial,  nimble  and  has  consistently 
delivered  results  with  all  of  our  operations.  In  this  case  specifically,  we  will  not  be 
deluded  in  our  focus.  We  do  not  have  another  operation,  event  facility  or 
priorities  outside  of  your  facility.  We  will  be  100  percent  focused  on  delivering 
results  for  your  facility  with  no  other  distractions.  We  will  support  that  with  our 
team  in  Seattle  as  well  as  be  on  site  as  described  in  the  RFP. 

With  due  respect  to  the  other  team,  you  get  a  much  more  diverse  and  broad 
ability  to  deliver  with  the  combination  of  Convenient  Parking  being  a  highly 
acclaimed  local  parking  entity  and  then  Ports  America  and  Columbia  Hospitality, 
which  both  bring  cruise  terminal  operations  and  event  operations. 

As  has  been  identified  in  all  the  publications  and  materials,  it's  going  to  need  to 
be  a  balanced  approach.  One  approach,  one  success,  whether  it's  cruise  or 
special  events,  will  not  deliver  the  vision  that  you're  looking  for.  We  feel  like 
we're  the  team  double  and  down. 

Steve  Loevsky  - 1  wanted  to  thank  my  cruise  team  who  made  the  trip  out  here 
and  is  well  supporting  us  from  New  York  and  Los  Angeles. 


Aline  Estournes  - 1  manage  the  North  Point  Shopping  Center  and  600  apartment 
units  that  are  attached  to  the  project.  At  one  point,  we  were  almost  three  full  city 
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blocks  having  about  800  commercial  spaces  as  well  as  another  600  residential 
spaces.  Imperial  Parking  came  to  us  about  12  years  ago.  We  were  probably  one 
of  their  first  other  contracts  other  than  the  Giants.  We  took  a  chance  and  I'm 
happy  to  say  that  we're  on  our  fourth  renewal  with  Imperial  Parking.  Our 
shopping  center  parking  lot  has  750,000  visitors  a  year.  We've  gone  through  two 
equipment  upgrades  happily.  We've  seen  a  succession  of  managers  from 
Imperial  Parking  and  it's  been  seamless.  They've  reduced  our  expenses  and,  in 
some  cases,  tripled  our  revenue.  We  were  very  happy  with  Imperial  Parking  and 
we  intend  to  continue  with  them  and  look  for  continued  growth.  They're  flexible. 
They're  around  for  Fleet  Week  and  the  Fourth  of  July,  which  are  two  of  the  most 
high  pressure  events  the  wharf  has.  They  continue  to  operate  our  garages  under 
a  management  agreement,  a  license  agreement.  They're  both  very  different.  We 
have  different  ways  of  capitalizing  on  our  revenue.  I  can't  think  of  a  better  group 
right  now  to  manage  events  and  the  unpredictability  of  what  happens  in  the 
wharf  and  the  Embarcadero  area.  If  you  have  any  questions  or  you  need  any 
other  information,  I'm  available  for  anybody  to  call  me  or  visit. 

Catharine  Hooper  -  To  establish  my  credentials,  I'm  a  local  girl  born  and  raised 
here.  In  spite  of  my  majoring  in  French  at  the  University  of  California,  I  found 
myself  happily  in  the  passenger  cruise  industry  for  25  years.  I  worked  for  three 
of  the  finest  cruise  companies  afloat  and  made  a  segue  way  several  years  ago 
into  operations,  meaning  that,  when  a  ship  comes  into  port,  somebody  serves  as 
the  liaison  between  the  cruise  line  and  the  facility.  You  have  a  challenging 
decision  ahead  of  you  and  an  important  one.  It's  nice  to  see  that  we  have  two 
such  qualified  contestants  for  this  key  position  responsibility  in  our  port  and  our 
city.  Full  disclosure  is  that  I  have  worked  at  Pier  35  on  and  off  for  the  better  part 
of  15  years  as  a  port  agent  and,  prior  to  that,  working  on  cruise  ships.  I  can  tell 
you  that,  thanks  to  Monique  and  her  tremendous  staff  and  Metro  Cruise 
Services,  who  had  to  work  with  a  very  challenging  facility  both  pre  9-1 1  and  post 
9-1 1 ,  and  the  management  of  that  facility  with  those  time  frames  has  evolved 
over  time.  When  you  come  to  make  your  decision,  both  of  them  have  presented 
tremendous  credentials  but  it's  very  important  to  factor  in  a  couple  of  elements. 
Number  one  is  continuity.  This  is  not  an  easy  port  to  work  in.  I've  had  the 
pleasure  during  my  career  of  working  with  ships  all  up  and  down  the  East  Coast 
as  well  as  San  Francisco  and  Southern  California.  We  are  a  challenging  port 
because  of  our  geography  and  our  facility.  I  can  honestly  say,  having  watched 
Metro  over  the  years  evolve  with  time  and  circumstances  and  working  with  all  of 
our  vendors  and  suppliers  with  labor,  both  union  and  non-union  casual  labor, 
they've  done  an  admirable  job.  That's  very  important  if  we're  going  to  continue  to 
attract  quality  cruise  calls  on  this  port  because  we  are  an  expensive  port.  Like  it 
or  not,  we  are  an  expensive  port  to  work  into.  So  continuity  is  very  important. 
Even  though  we  are  one  country  in  America  and  you'd  like  to  think  that  customs 
and  border  patrol  has  continuity,  it's  not  true.  Every  port  in  the  United  States 
seems  to  work  a  little  bit  differently.  So  continuity  and  relationships  are  very 
important  to  whoever  ends  up  being  selected  by  your  group  to  manage  it. 
Consensus  is  important.  This  has  been  a  real  tribute  to  the  Metro  Cruise 
Services  evolution  with  time,  we  have  tremendous  consensus  with  union  labor, 
with  union  security,  with  casual  labor,  with  customs  and  border  protection,  with 
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the  U.S.  Coast  Guard,  the  San  Francisco  Police  Department,  Fire  Department 
and  a  host  of  vendors  and  suppliers.  Relationships  are  important.  Overruling 
everything  is  the  need  for  safety,  compliance  and  cost  effectiveness.  Besides 
cruise  ships,  we  also  have  military  ships  calling  on  the  Port  of  San  Francisco. 
When  the  big  earthquake  hits,  we  want  to  make  sure  that  a  company  can  deal 
with  the  U.S.  Navy  that's  going  to  come  and  bail  us  out. 

Michael  Thompson  -  I'm  a  business  representative  for  Teamsters  Local  665  here 
in  San  Francisco.  I  represent  over  1 ,200  parking  members  in  San  Francisco. 
Local  665  believes  that  Impark  is  a  reputable  company  that  is  in  good  standing 
with  our  union.  In  my  10  years  of  experience  with  Impark,  they  have  always 
treated  their  employees  with  respect  and  have  abided  by  our  collective 
bargaining  agreement.  From  a  business  and  labor  standpoint,  Local  665 
believes  that  Impark  would  be  an  excellent  choice  to  manage  the  cruise  terminal 
parking  assignment. 

Melvin  Mackay  -  I'm  here  representing  the  ILWU  on  behalf  of  ILWU  Local  10,  75 
and  34.  Whatever  choice  you  make,  I  hope  it  is  just.  But  more  importantly,  labor 
prevails  here  in  San  Francisco.  We've  been  here  a  long  time.  It's  good  to  see 
that  there's  another  company  in  bargaining  for  this  position.  I  was  there  for  the 
opening  of  the  Jimmy  Herman  Plaza  and  it's  good  but  more  importantly,  we 
have  to  stay  focused  on  labor  here.  My  question  is  to  both  parties.  Are  they 
going  to  continue  with  union  labor?  What  will  happen  with  the  events  that  they're 
talking  about?  Will  that  also  be  union  labor?  You  have  the  events  for  the  Jimmy 
Herman  Plaza.  You  also  have  a  lot  of  gear  men,  steady  men  here.  I'd  like  to 
know,  on  both  parts,  whether  there  will  be  steady  hires  for  ILWU  on  the  parts  of 
Local  75,  Local  10  and  Local  34  and  on  the  events,  the  same.  Will  there  be  local 
hires  here  out  of  ILWU? 

Patric  Kim  -  I'm  a  proud  member  of  the  ILWU  Local  75  for  the  past  22  years.  I'm 
the  secretary-treasurer  of  the  ILWU  Local  75  with  the  gatemen  and  watchmen's 
union.  I  represent  the  workforce  that  works  as  security  and  does  the  screening 
at  all  the  cruise  terminals  in  San  Francisco.  The  ILWU  Local  75  has  been  in 
existence  since  1939.  I  reached  out  before  I  came  here  to  some  of  our  retirees. 
They  stated  to  me  that  Local  75  has  worked  the  cruise  terminals  since  1970  and 
probably  before.  Local  75  has  been  Metro's  workforce  for  many  years.  San 
Francisco  is  the  only  port  in  the  U.S.A.  that  employs  ILWU  watchmen  as  security 
and  screeners  of  the  passengers  at  the  cruise  terminal.  Local  75  looks  forward 
to  working  at  the  James  R.  Herman  Terminal,  Pier  27  when  it  opens  in  the 
summer  of  2014  and  forever,  also  for  the  cruise  aspect  and  the  special  events. 

David  Hill  - 1  am  the  vice  president  of  Local  34.  I'd  like  to  ask  the  commission  to 
inquire  of  the  two  bidders  here  today  a  couple  of  issues  that  remain  a  concern 
for  the  ILWU.  The  first  one  being,  we  would  like  to  know  what  the  intent  is  of  the 
two  operators  as  to  how  many  full  time  or  steady  ILWU  jobs  they'll  be  hiring 
including  the  category  they  would  be  hiring  under.  The  second  question,  how 
many  ILWU  jobs  will  be  hired  during  the  events?  What  category  would  those  fall 
under?  Third,  what  other  unions,  if  any,  would  be  involved  in  the  operation  of  the 
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cruise  terminal?  Finally,  I  have  one  last  question  that's  specifically  to  Metro 
Cruise.  What  is  the  structure  of  Metro  Cruise,  or  specifically  Metro  Shores? 

Sean  Farley  -  ILWU  Local  34  is  the  ship  clerks.  We  are  the  super  cargos  and 
supervisors  on  the  dock  during  operations.  We  handle  all  the  passengers, 
bringing  them  in,  to  and  from,  help  with  the  stores,  etc.  We've  had  a  relationship 
with  Metro,  who  has  offered  us  an  opportunity  to  speak  to  them.  We  have  not 
had  quite  that  opportunity  yet  to  talk  to  Ports  America.  I  will  tell  you  that  it  is 
extremely  critical  to  maintain  relationships  together.  Conversations  that  need  to 
happen  need  to  happen  before  you  guys  make  this  choice.  They're  not 
happening  yet.  We  would  like  you  guys  to  ask  the  hard  questions  now  on  who  is 
going  to  be  representing  the  operator  and  come  directly  and  speak  to  the  ILWU 
labor  and  the  rest  of  the  labor.  We'd  like  you  to  ask  them  to  do  that  prior  to  this 
selection,  so  we  can  have  some  sort  of  relationship  with  them.  We  ask  you  to 
make  those  inquiries  like  David  Hill  asked  today. 

Mike  Villeggiante  -  Thank  you  for  the  opportunity  to  give  an  aspect  of  labor's 
point  of  view  on  this  bidding  process  at  Pier  27  and  all  cruise  ship  facilities  in 
San  Francisco.  We  have  a  great  opportunity  to  enhance  the  cruise  ship  business 
in  San  Francisco  or  not.  Throughout  the  history  of  labor  in  San  Francisco,  we 
have  been  the  moving  force  on  the  docks  to  help  build  the  waterfront  and  the 
city.  You  have  heard  different  presentations  from  Metro  and  Ports  of  America. 
Either  stevedoring  companies  get  the  bid,  we  will  be  working  with  them.  The 
ILWU  will  be  working  on  the  docks  and  the  ships.  As  you  know,  we  have  had 
labor  disputes  throughout  the  history  of  the  ILWU  because  our  aspects  of  work 
is  safety  and  making  sure  the  job  gets  done  well.  With  Metro,  we  have  met  over 
the  last  few  years  and  have  had  disputes  over  jurisdiction  on  the  ships.  It  is 
really  important  to  the  ILWU  to  maintain  our  jurisdiction  on  these  ships  and  not 
have  foreign  crews  come  off  the  ship  or  work  on  the  ships  doing  our  traditional 
work  that  we  have  done  for  over  75  years  as  the  ILWU.  All  this  cargo  is  revenue- 
making  cargo.  It  is  put  on  the  ships  to  the  storage  lockers,  to  a  safe  place  for 
sailing.  It  is  quite  important  and  if  you've  seen  the  news  lately,  you've  heard 
some  of  the  problems  with  the  Carnival  Lines.  Part  of  the  problem  is  the  crews, 
the  crews  doing  maintenance  and  repairs  on  these  ships  plus  serving  the 
passengers.  They  work  up  to  20  hours  a  day.  There  have  been  some  changes  in 
the  rules  to  reduce  that  time.  That's  part  of  why  Metro  and  the  ILWU  have  made 
an  agreement  to  put  us  back  on  the  ships.  Earlier  this  year,  we  have  been  put 
back  on  the  ships  working  the  ships,  loading  the  stores  and  the  cargos  to  the 
last  point  of  rest.  Some  of  that  has  to  do  with  this  bidding  process  and  also  has 
to  do  with  making  these  ships  sail  on  time  and  they  have  been.  Our  concerns 
have  to  do  with  the  seamless  operation  of  transitioning  from  an  event  to  a  cruise 
ship  terminal.  It's  quite  important  that  we're  involved  in  both  aspects  of  it.  My 
fellow  brothers  and  sisters  from  the  ILWU  have  asked  some  questions  that  are 
quite  important.  Where  do  they  have  us  in  the  plans  on  these  event  staffs  when 
they're  transitioning  the  terminal  from  a  cruise  ship  terminal  to  a  party?  It  is 
important  that  we  look  at  all  the  aspects  of  cruise  ship  business.  If  we're  at  120 
visits  or  more,  we  need  to  look  at  Piers  35,  27  and  also  30-32  to  maintain  that  as 
a  cruise  ship  terminal  that  can  use  it  for  our  military  also.  I  would  ask  you  to  think 
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hard  and  wise  on  either  one  of  these  companies.  They  both  have  quite  the 
experience.  In  San  Francisco,  Metro  has  had  more  experience  and  has  a 
commitment  to  the  city  not  just  in  the  cruise  ship  business,  but  we  have  seen  it 
in  the  bulk  cargo  business.  I  appreciate  those  questions  asked. 

Commissioner  Adams  -  I  have  two  questions.  First  of  all,  at  our  last  commission 
meeting  on  April  23rd,  we  had  two  ILWU  members,  Ed  Ferris  from  Local  10  and 
Dave  Hill  from  Local  34,  that  said  the  relationship  between  ILWU  and  Metro  has 
went  from  bad  to  worse,  basically  dysfunctional.  I  saw  that  in  the  presentation  by 
Metro  that  they  had  good  relationships  with  the  ILWU.  Clearly,  that's  not  true. 
Secondly,  I  want  to  talk  about  Ports  of  America,  something  that  they  said.  You 
took  over  the  contract.  You  beat  Metro  out  of  the  Port  of  L.A.  in  2012  but  my 
understanding  is  that  Metro  is  doing  the  stevedoring.  Is  that  true?  That  is  of  a 
concern  to  me  because  one  thing  that  Metro  has  shown  that  they  can  do  it.  I 
want  to  ask  the  Ports  America  representatives  from  L.A.,  if  you  won  that 
contract,  how  come  you're  not  doing  the  stevedoring? 

Steve  Loevsky  -  Ports  America  is  the  largest  employer  on  the  West  Coast  of 
ILWU.  We  have  a  full  labor  relations  group  that  works  with  the  ILWU.  With 
respect  to  the  stevedoring  question  in  L.A.,  our  agreement  was  on  an  interim 
basis  since  October  and  actually  had  to  go  through  a  number  of  hurdles  before 
the  long-term  agreement  was  signed.  The  deal  didn't  come  with  exclusive 
stevedoring  rights.  That's  something  that  we  are  about  to  look  into  expansion  of 
those  services  but  because  we  were  on  a  short-term  agreement  right  up  until 
May  7th  when  the  L.A.  city  council  had  finally  signed  off,  we  weren't  in  a  position 
where  we  could  be  doing  stevedoring.  It's  something  that  is  definitely  on  our 
agenda  list  and  we  are  capable  of  doing  it. 

Commissioner  Adams  -  It's  just  my  concern  because  Metro  is  still  doing  it  and 
has  shown  that  they  can  do  it.  I  see  something  on  both  companies  that  kind  of 
makes  me  a  little  curious  so  I  just  wanted  to  know. 

Steve  Loevsky  -  We  didn't  represent  that  we  were  doing  it.  We  are  managing 
and  operating  and  providing  the  security  and  other  ancillary  services  at  the 
moment  but  we  are  fully  capable  of  providing  the  stevedoring. 

Commissioner  Woo  Ho  - 1  have  a  couple  of  questions  or  comments.  In  terms  of 
the  marketing  to  the  cruise  lines  and  we  did  hear  from  Metro  that  they  saw  the 
possibility  of  increasing  almost  50  percent  from  80  cruise  calls  to  120.  The 
responsibility  for  marketing  to  the  cruise  lines  to  increase  business,  is  that  an 
effort  from  you  as  the  terminal  operator?  Is  it  a  joint  effort  with  the  port?  How 
does  that  work?  Both  companies  can  respond  to  the  question. 

Stefano  Borzone  -  The  marketing  efforts  are  in  fact  conducted  very  much  jointly 
with  the  Port  of  San  Francisco.  The  Port  of  San  Francisco  is  a  member  of  Cruise 
Line  International  Association,  CLIA,  and  so  is  Metro.  We  travel  to  CLIA  events 
once  or  twice  a  year  together.  We  do  marketing  efforts  jointly.  We  also 
separately,  conduct  marketing  efforts,  visit  cruise  lines  on  a  regular  basis.  We 
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have  a  business  development  and  marketing  plan.  I  touched  on  some  of  the 
elements  of  it  in  the  earlier  presentation  but  we  certainly  have  a  well-articulated 
and  complex  business  development  plan  that  is  ongoing  at  all  times. 

Commissioner  Woo  Ho  -  Ports  America,  if  you'd  like  to  respond  to  the  question, 
how  you  see  this  marketing  effort.  To  be  a  little  more  precise,  when  you  have 
two  people  or  a  joint  effort,  who  is  really  on  first? 

Octavio  Sanchez  - 1  am  the  terminal  manager  at  the  Los  Angeles  Cruise 
Terminal.  The  marketing  efforts  to  increase  cruise  calls  has  got  to  be  a  realistic 
approach,  a  combination  not  only  between  ourselves  and  the  Port  of  San 
Francisco  but  also  the  cruise  lines.  We  can  develop  cruise  itineraries  that  are 
doable,  that  are  in  compliance  with  the  Passenger  Services  Act,  that  are  also 
attractive  in  terms  of  length.  Knowing  the  American  market,  the  interest  of  taking 
shorter  vacations  that  means  five  six  or  seven-day  products  can  be  sold  easier 
than  a  longer  product,  10  or  1 1-day  product.  We  have  developed  these  short 
cruises  that  we  can  share  with  the  cruise  lines.  We  will  offer  those  products.  We 
will  assist  the  cruise  lines  by  developing  a  marketing  campaign.  We  will  analyze 
the  market  in  the  Northern  California  area,  how  many  travel  agents  are  there. 
We  will  issue  questionnaires  and,  more  than  anything,  just  have  a  realistic 
approach.  So  it  will  be  a  combination  effort.  We  will  sit  down  with  the  Port  of  San 
Francisco  extensively.  We  know  them  very  well,  many  of  the  key  staff  at  the 
marketing  group  of  the  Port.  It  has  to  be  a  combination.  We  cannot  do 
everything  ourselves  without  involving  everybody.  More  than  anything,  we  have 
to  involve  the  cruise  lines.  As  one  of  our  members  mentioned,  we  have  to  be 
realistic.  There  will  be  a  time  when  we  will  not  be  able  to  attract  business  for 
different  reasons.  We  have  analyzed  the  trends.  We  have  seen  the  growth  in  the 
West  Coast  market.  The  California  coastal  cruises  are  becoming  more  attractive. 
We  see  opportunities  there  that  are  doable  and,  more  than  anything,  that  are  in 
compliance  with  the  Passenger  Services  Act.  So  having  a  good  understanding 
of  how  this  works,  we  can  reach  success.  We  cannot  say  that  we  will  reach  100 
or  120  calls  in  such  and  such  time  but  we  will  definitely  work  together  with  the 
cruise  lines.  The  symposium  that  we  propose  here  will  be  very  similar  to  what  is 
done  on  the  East  Coast.  We  will  engage  the  key  players,  the  destinations,  and 
we  will  showcase  these  products.  We  want  to  offer  a  product,  not  only  San 
Francisco,  but  this  will  be  the  point  of  origin.  We're  going  to  show  them  what 
they  can  do  using  San  Francisco  as  the  hub.  We  feel  very  confident  that  we 
have  a  good  plan  that  we  can  present  to  the  customers. 

Commissioner  Woo  Ho  - 1  have  two  other  questions.  I'm  going  to  mention  them 
so  that  you  can  be  thinking  about  the  answer  to  the  second  question.  The  first 
question  I  have  to  both  hospitality  event  planning  is,  do  you  see  the  events  being 
mostly  corporate  or  also  some  personal  events  like  weddings?  What's  the  split 
that  you  see?  How  would  you  attract  either  one  of  them?  I  guess  it's  corporate 
versus  consumer. 


Brett  Matteson  -  The  split  will  roughly  be  50/50.  During  certain  times  of  the  year, 
you'll  see  more  corporate  based,  more  offshoots  from  conventions,  trade  shows 
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like  Oracle  OpenWorld,  Salesforce  or  even  Macworld,  etc.  Other  times  of  the 
year,  you'll  see  more  social  events,  such  as  grand  openings,  fundraisers  such  as 
Meals  on  Wheels  that  we  just  held  down  at  Fort  Mason,  which  was  a  huge 
success.  Depending  on  the  space,  you'll  see  some  weddings,  sit-down  dinners 
for  a  couple  hundred  people.  The  space  is  unique  that  you  can  also  look  at 
doing  some  indoor/outdoor  events  as  well,  which  you  don't  get  a  lot  of.  There 
are  not  a  lot  of  opportunities  to  do  that  on  the  waterfront.  So  a  great  mix  for  a 
great  space. 

Commissioner  Woo  Ho  - 1  forgot  to  mention  my  second  question.  I'm  going  to 
make  it  tough  and  say,  okay,  three  priorities:  marketing,  operational  efficiency 
and  customer  satisfaction.  What's  going  to  be  the  top  priority  out  of  those  three? 
You  can  only  pick  one.  Both  companies  can  respond. 

Stefano  Borzone  -  For  Metro,  I  would  say  customer  satisfaction. 

Commissioner  Woo  Ho  -  I'm  sorry.  They  were  supposed  to  answer  the  first 
question  first.  I  was  going  to  give  you  some  time  to  think  about  it. 

Jolene  DiSalvo  -  I'm  the  vice  president  of  marketing  for  Columbia  Hospitality.  To 
speak  to  your  first  question,  it  will  be  a  mix.  We  understand  and  agree  with  the 
desire  to  bring  in  the  community.  That  is  very  important  and  something  we've 
had  a  lot  of  success  with  ourselves.  While  the  corporate  trade  shows,  events, 
associations,  organizations,  we'll  certainly  take  full  advantage  of  having  this 
great  new  space  of  which  is  definitely  is  in  need  and  could  take  advantage  of  the 
demand,  we  want  to  involve  the  community  in  the  support  and  introduce  it  in  a 
way  where  we've  planned  a  couple  of  our  own  events  that  we  have  initiated, 
created  and  marketed  ourselves  to  bring  the  community  in.  The  events  in 
particular  involved  wine  and  food,  something  that  everybody  loves  to  take 
advantage  of.  The  space  lends  itself  perfectly  to  that.  Hosting  community  events, 
hosting  public  events  will  be  something  that  will  be  very  easy  to  do  and  bring 
people  in  to  provide  the  support  and  the  networking  out  to  pass  on  what  a  great 
facility  it  is. 

Commissioner  Woo  Ho  -  My  question  really  is,  obviously,  all  these  capabilities 
are  important  but  what  is  going  to  be  the  core  capability  that  is  more  important  to 
you  in  this  cruise  ship  terminal? 

Stefano  Borzone  - 1  think  they're  all  essential  elements.  I  think  the  customer 
satisfaction  is  often  the  best  marketing  and  certainly  the  best  supporting  element 
of  marketing.  There  is  very  little  ability  to  market  without  proven  customer 
satisfaction.  Customer  satisfaction  translates  often  into  more  business,  which 
often  allows  a  more  efficient  operation  to  increase  volumes  and  obviously  built-in 
efficiencies  coming  from  volume.  For  that  reason,  I  would  rank  customer 
satisfaction  first. 


Ken  Winkler,  Ports  America  terminal  manager,  facilities  security  officer, 
Manhattan  Cruise  Terminal  -  Customer  satisfaction.  When  we  look  at  customer 
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satisfaction,  we  look  at  not  only  our  customers  being  the  cruise  lines  but  our 
customers'  customers.  Without  operating  efficiencies,  it's  the  passenger  who  is 
not  going  to  be  happy.  If  the  passenger  is  not  happy,  then  the  cruise  lines  aren't 
happy.  The  way  that  we  get  repeat  business  is  by  keeping  our  customers' 
customers  happy.  That's  our  focus:  our  passengers,  our  cruise  line  and  the  Port 
of  San  Francisco. 

Commissioner  Woo  Ho  -  We'll  keep  this  open  for  one  more  public  comment.  I 
understand  there  is  a  gentleman  who  would  like  to  speak. 

Ed  Ferris  -  I'm  the  secretary-treasurer  of  ILWU  Local  10.  This  is  a  very  important 
decision  that  you  have  to  make.  There  have  been  some  claims  that  there  have 
been  great  relationships  with  the  union  labor.        I  want  to  be  very  forthright 
that  that  statement  is  not  really  accurate.  We've  had  a  lot  of  unnecessary  drama 
on  the  waterfront,  which  negatively  impacts  customer  service.  It's  in  regards  to 
foreign  crew  performing  ILWU  work.  It's  improved  recently.  I  would  like  to  know 
why  Metro,  your  current  terminal  operator,  has  not  committed  in  writing  to  the 
ILWU  that  this  kind  of  nonsense  doesn't  occur  in  the  future. 

Commissioner  Brandon  -  Has  a  financial  plan  been  presented  yet? 

Monique  Moyer  -  The  Port's  financial  plan? 

Commissioner  Brandon  -  No.  A  financial  plan  from  the  proposed  operators 
because  it's  part  of  the  grading,  the  criteria. 

John  Doll  -  You're  right.  As  part  of  the  RFP  addendum,  we  did  ask  each  of  the 
teams  to  submit  a  pro  forma  on  their  business  plans.  That  was  taken  in 
consideration  by  the  evaluation  panel. 

Commissioner  Brandon  -  Can  we  hear  a  brief  summary  of  what  those  are. 

John  Doll  -  If  I  may  be  so  bold,  we'd  like  to  present  the  entire  evaluation  scoring 
process  at  the  next  meeting. 

Commissioner  Woo  Ho  - 1  think  Commissioner  Brandon's  question  is  we 
understand  that  you  will  be  presenting  the  finalist  at  the  next  commission 
meeting  so  we  would  not  be  able  to  see  a  comparison. 

John  Doll  - 1  don't  have  the  information  with  me  right  now.  We  can  provide  that 
material  to  you  but  as  part  of  the  staff  report  package,  we  will  provide  a 
comparison  of  the  respective  business  plans,  the  pro  formas  with  that  package. 

Commissioner  Brandon  -  The  presenters  can't  tell  us  what  they  submitted? 

Monique  Moyer  - 1  don't  know  that  there's  a  reason  they  can't.  I  just  don't  know 
that  they  are  prepared  to.  Only  the  panelists  have  seen  the  proposals  or  the 
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items  submitted  for  the  oral  presentations.  I  don't  really  know  what  that  entails.  If 
Mr.  Loevsky  or  Mr.  Borzone  wants  to  speak  to  it,  I  don't  see  a  reason  they  can't. 

Commissioner  Woo  Ho  -  Only  speak  to  it  if  both  parties  can  speak.  It  would  not 
be  fair  to  have  one  party  speak  only  if  they  have  the  knowledge  to  present.  I 
think  we  want  to  be  fair  here. 

Monique  Moyer  -  Stefano,  are  you  prepared  to  speak  to  it? 
Commissioner  Woo  Ho  -  And  it's  okay  if  you're  not. 
Monique  Moyer  -  Yes  or  no?  Nod  at  me,  yes  or  no.  Are  you  prepared? 
Stefano  Borzone  -  I'm  prepared  to  speak  to  it  but  to  what  extent,  I'm  not  sure. 
Commissioner  Woo  Ho  -  Can  Ports  America  give  a  high  level  as  well  or  not? 
Steve  Loevsky  -  Yes. 

Commissioner  Woo  Ho  -  If  that's  the  case,  we  will  hear  both. 

Commissioner  Brandon  -  Just  a  brief  summary  of  the  financial  plan  or  the  benefit 
to  the  Port. 

Stefano  Borzone  -  The  financial  plan  that  goes  in  significant  detail  in  the  RFP 
response  is  a  financial  plan  simply  built  on  a  mutual  benefit  with  profit  sharing 
that  sort  of  rewards  the  efforts  of  all  parties.  Obviously,  the  Port  of  San 
Francisco,  the  event  planners  or  the  event  management  company,  the  parking 
company,  the  stevedore  company  are  all  working  together  to  capture  business, 
generate  revenue  and  improve  their  bottom  line  as  well  as  the  net  profits.  As 
such,  we  propose  a  set  of  profit-sharing  plans  where  the  more  the  business,  the 
more  the  income,  the  more  the  profit  share  goes  back  to  the  Port.  Some 
elements  of  the  plan,  for  example  parking,  have  a  higher  degree  of  profit  sharing 
than  others  that  have  greater  unknown,  for  example,  the  event-planning  side  of 
it.  There  is  an  exponential  benefit  that  goes  up  as  the  business  increases 
because  the  fixed  cost  of  staff  or  maintenance  personnel  or  security  or 
equipment  maintenance  is  spread  out  further.  So  the  volume  of  business 
improves  the  final  profit  sharing.  I  don't  know  if  that  answers  your  question  but 
that  is  the  general  philosophy. 

Commissioner  Woo  Ho  -  Perhaps  I  can  put  it  in  context  for  you.  I'm  sure  you're 
aware  that  we  had  a  presentation  from  our  finance  staff  at  the  last  commission 
meeting  that  gave  some  sort  of  pro  forma  of  what  the  Port  should  be  considering 
in  terms  of  the  drivers  of  the  financial  model  for  operating  the  cruise  ship 
terminal  under  certain  assumptions,  which  we  don't  know  if  those  assumptions 
were  similar  to  yours.  There  was  a  range  provided  by  Elaine  Forbes,  which  was 
a  low  side  and  a  high  side.  If  you  could  tell  us  within  that  range,  if  you  recall, 
where  did  you  fall? 
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Stefano  Borzone  - 1  think  we  also  provided  different  ranges  in  our  financial 
proposal  because  we  sort  of  followed  along  their  notion  where  you  could  have  a 
certain  amount  of  ship  calls  and  a  certain  amount  of  events  and  we  called  the 
low  range.  Then,  we  called  the  mid-range  and  then  a  high  range.  I  think  they 
were  fairly  complementary.  We  were  more  conservative  when  it  came  to  the 
events  initially.  We  didn't  want  to  come  out  and  say,  you  know,  there  will  be  this 
enormous  amount  of  events  at  a  certain  amount  of  revenue.  For  example,  we 
estimated  average  revenue  of  $24,000  or  something  in  that  range  per  event. 
The  discussion  with  your  financial  team  seemed  to  indicate  a  higher  opportunity. 
We  actually  tend  to  agree  with  that.  We  think  that  an  average  of  $30,000  per 
event,  for  example,  is  closer  to  the  market  trends  we  see  today.  We  used  a 
similar  philosophy.  We  were  closer  to  the  mid-level  that  was  brought  forward. 

Commissioner  Woo  Ho  -  What  we  probably  want  to  highlight  for  all  of  you,  and 
the  panel  will  obviously  evaluate  this  a  lot  more  in  discussion,  is  that  it's  very 
critical  to  us  that  we  see  that  the  Port  is  generating  revenue  and  a  profit  from  this 
operation  and  joint  venture  with  all  of  you  because  we  have  lots  of  needs. 

Reuben  Dvoretsky  -  I'm  within  the  financial  organization  of  Ports  America  and 
next  to  me  is  George  Rodnikov.  He  is  the  financial  analyst  and  lead  finance 
manager  for  our  Auto  RoRo  and  cruise  operations  across  all  of  the  United 
States.  Commenting  on  the  financial  status  of  Pier  27,  from  our  view  as  finance 
professionals,  asset  utilization  of  the  building  and  the  space  is  going  to  be  critical 
towards  the  Port  of  San  Francisco  realizing  its  return  on  investment  and  the 
terminal  operator  that  you  select  also  being  able  to  make  a  profit.  We  do  believe 
that,  based  on  our  assumptions  and  that  is  based  on  our  experience  operating 
the  Manhattan  Cruise  Terminal,  a  short  time  in  L.A.  that  this  could  be  potentially 
a  high  fixed-cost  terminal  to  operate.  One  of  the  big  unknowns  right  now  is  what 
is  the  fixed  cost  to  operate  this  terminal  because  no  one  has  operated  it  yet. 
We're  all  relying  on  our  experience  and  know-how  to  give  our  best  guess  so  to 
speak.  Looking  at  our  proposal,  we  did  forecast  about  $2.5  million  of  fixed  costs 
associated  with  running  the  terminal.  A  big  portion  of  that  is  security.  We  believe 
that  we  have  to  have  security  personnel  onsite  24/7.  That  goes  back  to  the 
utilization  of  the  building  and  space.  In  order  for  the  Port  to  realize  its  return  on 
investment,  I  understand  a  significant  amount  of  money  was  invested  to  build 
this,  it's  going  to  come  down  to  that  juggling  act  between  cruise  calls,  growing 
the  number  of  cruise  calls  and  special  events. 

Our  team  has  unique  experience,  certainly  in  Manhattan,  juggling  special  events 
and  cruise  calls  and  Brett  in  Seattle  with  Columbia  Hospitality  juggling  events 
and  cruise  calls.  Regarding  the  question,  high  or  low  relative  to  the  costs 
presented  to  you,  we  came  in  below  the  low  scenario. 

Commissioner  Woo  Ho  -  On  the  cost  side.  I'm  talking  about  the  bottom  line. 

Reuben  Dvoretsky  -  To  the  Port  of  San  Francisco. 
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Commissioner  Woo  Ho  -  Yes. 


Reuben  Dvoretsky  -  Yes.  We  came  in  below  the  low  scenario. 
Commissioner  Woo  Ho  -  The  low  scenario. 

Commissioner  Adams  -  At  our  last  meeting,  on  page  23,  Commissioner  Brandon 
asked  if  we  could  get  more  information.  I  think  John  Doll  said  something  about 
the  scoring.  We  asked,  could  we  have  that  information  and  Monique  said  we'd 
be  happy  to  do  that.  You  said  that  it  isn't  anything  privileged.  We  wanted  to  know 
because  they  were  coming  to  make  a  presentation  to  the  Commission.  Now, 
staff  is  saying  this  is  what  the  panelists  voted  on.  They  added  up  the  scores.  We 
asked  if  we  could  see  the  scores  because  we've  basically  been  left  out  of  the 
process  other  than  when  they  come  here  and  say  what's  happened  because  it's 
been  like  an  independent  panel.  The  commissioners  haven't  had  a  lot  of  input 
into  it  and  I  don't  know  who  picked  the  people  that  were  on  this  deal.  I'm  just 
going  through  the  minutes  here.  Could  the  commissioners  see  something  of  how 
things  were  tallied  or  scored  because  we  don't  know? 

Monique  Moyer  -  None  of  us  at  the  Port  know  either.  The  contract  management 
office  of  the  city  administrator  is  holding  that  information.  Just  to  reiterate  for 
everybody  in  the  room,  this  is  a  professional  services  contract  under  the 
administrative  code.  The  only  role  that  the  commission  is  allowed  to  have  under 
that  code  is  to  vote  yes  or  no  and  not  to  influence  the  scoring  in  any  way.  It  is 
highly  unusual  to  have  this  presentation  today  but  we  wanted  to  accommodate 
your  interests.    I  stand  by  my  remarks  of  the  last  meeting  but  it  was  my  intent 
to  provide  those  with  the  next  meeting's  item,  which  is  the  recommendation  of 
the  highest  ranked  bidder  from  panel  itself.  As  to  who  picked  the  panelists,  I  did. 

Commissioner  Adams  -  What  I  was  getting  at,  Monique,  was  not  to  try  to 
influence.  I  wanted  to  know  what  they  went  by.  How  they  came  to  this 
conclusion,  that's  the  only  thing. 

Monique  Moyer  - 1  don't  know  what  the  conclusion  is,  Commissioner  Adams.  I 
don't  think  anybody  in  the  room  knows  that  as  of  this  moment.  As  I  said,  those 
scores  are  being  held  by  the  city  administrator's  contract  management  office. 
I  believe  we  have  provided  you  previously  with  a  copy  of  the  RFP  itself  and  the 
scoring  criteria  that  were  in  the  RFP.  When  we  come  back  with  the  score  result, 
then  the  panelist  scores  will  be  provided  as  a  part  of  that. 

Commissioner  Brandon  -  Can  you  provide  us  with  a  response  from  the  - 

Monique  Moyer  -  With  the  copies  of  the  proposals?  Sure.  Once  the  scores  are 
public,  then  the  proposals  are  public  as  well.  I  don't  have  it  either,  by  the  way. 

Commissioner  Murphy  -  My  question  is  probably  to  staff.  I  think  both  teams  are 
very  qualified.  I  get  impatient.  It  takes  such  a  long  time  to  make  these  decisions. 
I  know  we  spent  $1 00  million  over  there.  Thanks  for  the  tour  yesterday  evening, 
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John.  When  America's  Cup  moves  out  of  there  in  November,  how  long  is  it  going 
to  take  us  to  do  the  build  out?  How  much  is  that  going  to  cost? 

John  Doll  - 1  don't  have  the  cost  information  off  the  top  of  my  head.  Kim  von 
Blohn  is  the  construction  manager,  he  would  know  that. 

Monique  Moyer  -  That's  part  of  the  item  on  the  bond  measure.  It's  in  the  staff 
report  on  the  bond  measure.  The  entire  project  cost  is  $1 14  million.  That 
includes  the  two  parks  and  the  building  phases  one  and  two. 

Commissioner  Murphy  -  Second  phase? 

Monique  Moyer  -  One  and  two  combined,  there's  more  detail  in  the  item  that's 
coming  up  as  to  how  those  break  out,  that  Elaine  Forbes  will  be  presenting.  I 
believe  that's  Item  1 1  A. 

John  Doll  -  For  the  phase-two  construction,  we  are  anticipating,  once  we  get  the 
property  back  in  November,  it  would  be  completely  constructed  --  the  park,  the 
terminal  building,  the  site  improvements. 

Commissioner  Murphy  -  The  interiors? 

John  Doll  -  The  interiors,  everything  by  early  fall.  I  don't  think  there's  a  particular 
month  or  a  day  yet  but  September  and  October.  There  still  need  to  be  certain 
approvals  that  need  to  be  done  by  the  Coast  Guard  and  TSA  to  make  sure  that 
it's  operational.  We're  looking  for  some  time  in  mid  fall,  if  that  makes  sense. 

Commissioner  Murphy  -  Of  2014? 

John  Doll  -  2014.  But  it's  crucial  to  make  a  decision,  get  the  management 
agreement  done  before  phase  two  begins  so  that  we  have  a  partner  as  we're 
going  through  phase  two  construction,  to  help  on  the  implementation  for  a 
seamless  cruise  terminal  operation  at  Pier  27.  Likewise,  for  the  special  events, 
one  of  the  presenters  noted  that  it  usually  is  12  to  18  months  ahead  of  time  for 
bookings  for  special  events.  We  want  the  management  team  to  be  in  place  so 
that  they  can  start  doing  bookings  this  fall  for  fall  of  2014. 

Commissioner  Woo  Ho  - 1  know  we  have  many  items  but  I  just  want  to  say  just 
on  behalf  of  the  commission  and  for  the  Port,  this  is  a  very  important  venture  for 
us  going  forward.  We  have  not  had  the  opportunity  to  maximize  Pier  27  in  a  way 
that  we  have  now.  Obviously,  we  have  an  existing  terminal  but  we  know  its 
limitations.  It's  not  been  used  to  its  fullest  extent.  This  is  new  business  for  us. 
This  is  a  new  revenue  opportunity.  We  can  remind  everybody  that's  involved  that 
the  Port  has  many,  many  needs,  capital  needs.  It's  very  important  for  this  that 
this  be  financially  viable  obviously  not  just  for  the  port,  for  whoever  our  partners 
are  but  that  we  want  to  figure  out  how  to  maximize  the  revenue,  obviously  have 
the  best  operational  efficiency.  In  order  to  sustain  that,  as  both  operators 
responded  with,  you  have  to  have  customer  satisfaction.  There  are  many 
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customers  we're  dealing  with  here.  This  is  a  very  important  decision  that  we 
have  to  make  in  terms  of  who  we  choose.  We're  very  pleased  that  we  have  two 
very  qualified  bidders.  There  will  be  obviously  nuances  in  terms  of  approaches 
and  how  they  want  to  go  about  operating  it,  that  the  panel  will  have  more 
opportunity  to  analyze  and  evaluate  in  more  detail.  We  thank  you  very  much  for 
coming  today  and  spending  the  time  and  also  bringing  all  your  staff  with  you. 

9.  CONSENT 

A.    Request  authorization  to  accept  and  expend  $616,534  in  grant  funds  from  the 
California  Coastal  Conservancy  for  the  restoration  of  the  Copra  Crane  and 
removal  of  pile  supported  wharf  at  Pier  84  on  Islais  Creek  at  the  southern 
terminus  of  Indiana  Street.  (Resolution  No.  13-18) 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Adams 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  No. 
13-18  was  adopted. 

10.  PLANNING  &  DEVELOPMENT 

A.    Informational  presentation  on  updated  architectural  design  for  the  Golden  State 
Warriors  Multi-Purpose  Venue  and  Arena  Project  at  Piers  30-32  and  Seawall  Lot 
330. 


Byron  Rhett,  Planning  and  Development  Deputy  Director  for  the  Port  -  We're 
very  pleased  to  be  at  this  point  of  giving  the  Warriors'  design  team  an 
opportunity  to  give  you  and  the  public  an  update  on  where  they  are  with  the 
concept  plan  for  Piers  30/32  arena  and  associated  development.  I  want  to  be 
clear  that  this  presentation  is  going  to  focus  on  design.  It  will  not  be  about  the 
financial  aspects  of  the  proposed  arena  and  associated  development.  There  will 
be  other  hearings  where  we  will  be  before  you  to  talk  about  that.  Port  staff  and 
the  staff  of  the  Office  of  Economic  and  Workforce  Development  are  excited  to  be 
at  this  point  in  the  process.  A  lot  of  work  has  gone  into  this  particular 
development  and  this  design. 

It's  a  very  unique  proposal  and  a  very  unique  location  along  the  waterfront. 
We're  very  excited  about  the  opportunities  presented  here.  As  you  know,  the 
Waterfront  Land  Use  Plan  includes  mixed-use  opportunity  areas  for  the  entire 
71/2  miles  of  waterfront.  The  Plan  decides  about  where  maritime  uses  are  going 
to  happen,  just  like  the  presentation  that  you  just  saw  on  the  cruise  terminal  but 
it  also  decides  specifically  where  there  will  be  opportunities  for  mixed-use 
development.  Those  mixed-use  development  opportunities  are  decided  by 
neighborhood  as  well.  This  particular  development  is  in  this  South  Beach 
neighborhood.  It's  an  example  of  the  kinds  of  mixed-use  opportunities  that  will 
be  presented  along  the  entire  waterfront.  This  site  and  the  proposed 
development  that  the  Warriors  have  in  mind  and  will  present  to  you  is  consistent 
with  the  kinds  of  development  that  is  adjacent  to  it  in  the  South  Beach  area. 
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This  approach  is  consistent  with  the  kinds  of  development  that  we're  seeing  in 
Mission  Rock  with  the  Giants,  that  you've  seen  for  Forest  City  and  the  Pier  70 
area  as  well.  In  November  of  last  year,  the  original  concept  was  presented  to 
you. 

I  want  to  talk  a  bit  about  what  the  Warriors  have  been  doing  and  the  design  team 
has  been  doing  since  that  hearing  in  November.  They  have  met  with  Port  staff 
with  planning  department  staff,  MTA,  other  city  departments.     They  have  met 
with  agencies  like  State  Lands  Commission  and  Bay  Conservation  and 
Development  Commission.  They've  also  held  a  number  of  community  meetings 
with  key  stakeholders  and  interested  citizens  as  well  as  your  Citizens  Advisory 
Committee  and  its  number  of  subcommittees. 

What  you're  going  to  see  today  is  a  result  of  the  input  that  they've  received  since 
they  made  the  original  design.  I  do  want  to  come  back  and  touch  on  one  thing 
though  about  the  site  and  it's  compatibility  with  the  South  Beach  area. 

This  development  includes  the  arena  but  also  residential  and  hotel  development. 
This  arena  and  the  hotel  will  be  an  important  element  to  add  to  the  convention 
and  visitor  activity  that  happens  along  the  waterfront  and  is  happening 
throughout  San  Francisco. 

What  you're  going  to  see  is  an  update  of  what  you  saw  in  November,  that  there 
are  a  lot  of  new  and  important  elements  that  have  been  added  to  this  that 
address  some  of  the  concerns  that  those  groups  that  I've  mentioned  have  made. 

I  would  like  to  introduce  Nick  Rader  of  Snohetta  and  his  design  team,  which 
includes  BAR  and  AECOM,  who  will  be  making  the  presentation. 

Nick  Rader  with  Snohetta  - 1  represent  Snohetta  but  also  AECOM  and  BAR,  who 
are  executive  architects  for  the  project.  The  first  thing  that's  important  to  make 
one  minor  note  on  is,  of  course,  everyone  is  very  concerns  about  the  landscape 
of  the  city  and  the  landscape  of  California.  It's  important  to  think  about  the 
current  existing  condition  of  the  site  and  realize  that,  of  course,  it's  not  a  virgin 
landscape  nor  is  the  city  really  a  forest.  We're  trying  to  promote  ideas  and 
promote  designs  that  compliment  what  the  existing  context  of  the  city  currently 
is. 

If  you  look  at  this  diagram,  there's  sort  of  a  green  band  around  the  entire  bit  of 
City  of  San  Francisco,  which  represents  a  lot  of  activity  and  openness.  There's  a 
lot  of  public  amenity  already  along  the  city.  There  are  also  these  nodes  at 
different  points  in  the  city,  which  promote  activity,  which  draw  and  act  as 
magnets  for  not  only  citizens  of  the  city  but  also  of  the  Bay  Area,  nationally  and 
internationally. 

Currently,  there's  a  sort  of  rhythm  set  up  all  along  the  Embarcadero  starting  up 
near  the  Golden  Gate  Bridge  and  Crissy  Field,  extending  farther  to  the  east,  to 
Fisherman's  Wharf  and  then  further  on  down  skipping  a  few  naturally  to  the 
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Exploratorium  and  the  ferry  terminal.  Now  the  new  AT&T  Park  and  then  the  Pier 
70  proposal.  If  you  look  right  by  the  Bay  Bridge/there  is  quite  a  bit  of  a  gap  right 
now,  not  necessarily  a  gap  in  terms  of  visual  attention  or  visual  attraction 
because  the  Bay  Bridge  is  there  but  there's  a  gap  in  terms  of  a  magnet  to  draw 
people  into  this  location.  It's  quite  a  long  walk  between  the  ferry  terminal  and 
AT&T  Park.  What  we're  proposing  is  this  new  attraction  of  program  and 
amenities  for  the  public  to  use  filling  in  this  gap. 

Thinking  a  little  bit  about  views,  we  have  this  wonderful  project  in  our  own 
neighborhood.  The  background  is  New  York  City.  In  the  middle  of  those 
buildings  is  our  office  to  the  south.  What  you're  seeing  here  are  derelict  piers, 
which  are  being  renovated  into  the  Brooklyn  Bridge  or  Dumbo  Park.  What's 
happening  is  they're  realizing  that  the  views  are  great  but  going  back  to  this 
slide,  the  piers  are  so  large  and  these  spaces  are  so  large  that,  when  you're 
standing  along  the  edge,  you  don't  see  any  water. 

The  only  horizon  you  see  is,  in  fact,  a  vast  expanse  of  asphalt  or  of  concrete  of 
the  piers.  What  they're  doing  is  creating  a  variety  of  elevations,  which  we're  also 
interested  in  because,  similarly,  Pier  30/32,  being  approximately  14  acres,  is  so 
vast  it  prevents  you  from  having  any  interaction  with  the  Bay  or  with  the  city. 
There's  nothing  there  to  draw  people.  Currently,  it's  just  a  large  parking  lot.  You 
see  here  they're  creating  difference  in  elevation  and  different  ideas  for 
programming  along  the  edge.  For  example,  this  amphitheater  gives  you  a  better 
view  of  the  downtown,  gives  you  a  better  view  of  the  water  looking  down. 

It  provides  other  opportunities  for  performances  and  for  weddings.  This  is  some 
of  the  inspiration  that  we're  drawing  from  just  right  in  our  backyard.  You  have 
larger  icons.  Globally,  for  example,  the  Sydney  Opera  House  on  the  left  and  our 
own  Oslo  Opera  House  on  the  right,  all  of  which  create  these  elevated  spaces 
and  platforms,  which  promote  not  only  the  activity  and  interaction  with  the 
surroundings  but  also  various  types  of  programming  and  amenities  for  the 
public. 

This  is  very  similar  to  a  view  you'll  see  later  on  for  our  project.  Just  thinking 
about  programming,  this  is  a  sports  and  multicultural  venue.  We're  not  just 
thinking  of  this  as  a  basketball  arena  but  we're  thinking  about  non-event  or  non- 
basketball  game  times  and  how  this  can  be  programmed  and  used  year  round, 
for  example,  movies  or  films  in  the  park  there  with  the  Brooklyn  Bridge  in  the 
background. 

We're  trying  to  promote  a  very  active  and  healthy  lifestyle  on  the  pier  also.  For 
instance,  in  a  large  open  space,  which  is  south  facing,  there's  a  yoga  class  in 
this  park.  There's  also  open  perimeter  access  for  biking  and  jogging. 

Transient  uses,  we  also  want  this  to  be  a  place  where  locals  feel  comfortable  in 
hanging  out  here.  There  is  a  little  building  right  behind  you  actually  which  is 
office  space  and  also  residential  space  that  came  out  and  created  this  sort  of 
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living  room  environment,  meaning  that  what  we  were  able  to  create  was 
somewhere  where  even  the  locals  wanted  to  be  and  use  on  a  daily  basis. 

Just  another  view  of  a  performance  and  the  Oslo  Opera  House.  Another 
component  of  this  is  the  historic  aspect  of  Red's  Java  House,  which  is  also  on 
this  site.  What  we  want  to  do  is  make  sure  that  we're  able  to  complement  this 
history  and  promote  its  use. 

Going  back  to  some  things  that  you  guys  have  already  seen  even  back  in 
October,  some  of  the  early  concepts  for  this  especially  with  finger  piers  you  sort 
of  interact  in  this  case  from  east  to  west  looking  out  to  the  water.  It's  very  difficult 
to  see  the  water  from  the  Embarcadero  when  you're  right  at  the  piers  because 
they're  so  flat  and  low  and  vast  that  the  horizon  becomes  the  asphalt  or  the 
concrete  of  the  pier,  which  is  currently  just  a  parking  facility.  Because  of  the 
length  north  to  south  of  these  piers  and  also  of  the  seawall  site,  we  want  to  be 
cognizant  of  this  north  to  south  movement  and  pulling  in  people  from  the 
Embarcadero  in  that  direction  along  the  pier  north  to  south. 

The  northern  edge  of  the  pier  similar  to  Pier  28  is  more  functional.  On  the 
southern  edge,  which  will  have  great  sunlight,  has  more  of  a  relationship  to  the 
new  Brannan  Wharf  Park  and  will  be  an  open  space,  an  amenity  space  for  the 
public  to  use. 

This  is  sort  of  in  that  north-south  direction.  You  see  the  current  state  of  affairs  on 
Piers  30/32.  That's  Pier  28  in  the  background  and  trying  to  draw  the  context  of 
the  Bay  and  also  the  Bay  Bridge  into  the  project,  this  is  one  of  the  very  first 
concept  sketches  we  did. 

We  were  pushing  the  arena  farthest  to  the  east  and  maintaining  the  retail  along 
the  Embarcadero  to  enliven  that  city  street  edge  of  the  Embarcadero.  Using  that 
to  frame  the  view  out  to  the  Bay  Bridge,  which  again  is  sort  of  in  this  north-south 
direction,  which  is  contrary  to  how  you  might  typically  encounter  a  pier. 

This  is  the  latest  version.  This  is  simply  to  point  out  that  these  larger  concepts 
and  ideas  are  still  in  place.  You  can  see  that  we  are  continuing  to  work  with 
vertical  terracing,  which  provides  not  only  different  view  opportunities,  which 
don't  currently  exist  along  the  Embarcadero,  but  also  opportunities  for 
amphitheaters,  by  retention  areas  and  more  natural  vegetation  on  the  site. 

Going  back  to  the  nature  thing,  we  started  thinking  about  the  natural  landscape 
of  Northern  California  and  some  of  the  promontories  and  rock  formations  out  into 
the  water.  These  create  the  focal  plane.  If  it  were  on  the  shore,  it  wouldn't  quite 
have  as  much  an  impact  or  attention  or  energy  or  excitement  about  it.  This  is 
very  similar  to  what  we're  proposing.  What  this  does  also  along  the 
Embarcadero  is  it  diminishes  the  scale  of  the  arena  as  you're  moving  along  the 
Embarcadero  because  it's  pushed  farther  away  from  that  edge. 


We  have  some  additional  diagrams  we  can  talk  about  for  that  also.  This  is  the 
plan  from  back  in  October.  The  only  reason  I  bring  this  up  is  to  point  out  all  of 
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the  different  things  we've  been  thinking  about  and  changing  and  designing. 
You've  already  heard  that  we've  been  taking  comments  from  city  planning,  the 
Port,  BCDC,  Board  of  Supervisors,  our  client  the  Warriors  and  working 
extremely  hard  to  make  large  moves  to  improve  our  designs. 

For  example,  on  the  eastern  edge,  we  worked  with  moving  the  arena  off  the 
edge,  creating  more  of  an  open  space  to  allow  for  a  cruise  ship  port  of  call, 
which  we'll  show  a  little  bit  more  later.  We're  going  to  be  proposing  moving 
Red's  to  the  southern  edge,  which  will  give  it  an  even  more  prominent  location 
than  its  current  place.  It  will  also  free  up  pedestrian  and  vehicular  circulation  in 
that  northwest  corner.  On  the  Seawall  Lot  330  side,  our  previous  proposal  had 
two  towers  of  approximately  150  feet  and  had  a  larger  plaza  space  to  the  north, 
which  we're  now  continuing  to  work  with. 

This  is  the  new  plan.  You  can  see  a  lot  of  those  changes  already.  We've  worked 
a  little  bit  more  with  the  maritime  on  the  north.  In  that  northwest  corner,  you'll 
see  water  taxi  docking.  In  the  central  portion  is  docking  for  fire  boats.  There  is  a 
firehouse  embedded  underneath  the  venue  plaza.  To  the  northeastern  corner, 
you  see  a  potential  ferry  dock. 

We  have  an  outline  for  a  cruise  ship  port  of  call,  which  we've  already  heard  a 
little  bit  about  in  another  location  earlier  in  this  meeting.  You  see  Red's  to  the 
southwest  corner.  Now  on  the  Seawall  Lot  330  side,  you  see  that  the  two 
components  have  been  broken  into  three  components  now.  Two  of  the 
components  are  a  hotel,  which  is  to  the  north  and  is  connected. 

We've  created  a  new  Main  Street  passageway  or  pedestrian  throughway,  which 
allows  you  to  go  from  Main  Street  straight  out  to  the  Embarcadero.  The 
residential  tower  to  the  south,  we  have  increased  the  height  from  150  up  to  175. 
The  difference  is  about  an  added  25  feet.  However,  on  the  hotel  component 
splitting  it  into  two,  we've  lowered  it  from  150  to  105.  We've  lowered  that  entire 
component  by  45  feet  for  a  net  total  difference  in  terms  of  height. 

This  is  just  quickly  showing  you  some  of  the  differences  between  the  previous 
version  in  October,  which  is  the  red  dash  line,  and  then  of  course  the  new 
version.  So  you  can  see  we  worked  extremely  hard  addressing  a  lot  of  the 
concerns  from  city  planning  and  BCDC  and  others  in  terms  of  creating  a  public 
access  route  entirely  around  the  perimeter  of  the  pier.  We've  moved  the  arena 
40  feet  off  the  eastern  edge  of  the  pier,  which  should  allow  some  operation 
space  for  the  cruise  ship  port  of  call.  We've  also  moved  it  north  just  a  little  bit  to 
allow  that  southern  edge  to  have  more  access  and  also  public  amenity. 

You  can  see  also  we've  been  able  to  change  and  work  very  hard  with  AECOM 
to  lower  the  event  center  height  from  135  down  to  125  feet.  We've  also  been 
able,  if  you  look  a  few  lines  lower,  to  reduce  the  gross  square  footage  of  the 
arena,  which  we  believe  is  a  positive  move  forward  in  terms  of  efficiency  and 
also  being  able  to  give  that  space  back  to  public  amenity.  The  retail  is  also 
lowered  a  little  bit.  The  parking  spaces,  we've  worked  extremely  hard  to  address 
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a  lot  of  comments  and  concerns  and  have  reduced  it  by  approximately  17  or  18 
percent. 

With  all  of  those  moves,  you'll  notice  however  that  we've  been  able  to  increase 
the  open  space  and  open  space  area  ever  so  slightly  from  50  to  53  percent  and 
from  a  total  of  6.3  acres  up  to  6.7  acres.  These  other  items,  we've  already 
addressed.  The  public  view  into  the  arena  is  a  really  exciting  point.  On  the 
Seawall  Lot  330  side,  we've  been  working  very  hard  also  to  improve  efficiency  of 
the  buildings. 

We  have  increased  the  square  footage  a  little  bit.  We've  increased  it  by  about  45 
or  48,000  for  the  residential.  We've  increased  a  little  bit  also  for  the  hotel.  The 
retail,  of  course,  has  been  reduced.  The  parking  spaces  have  been  refined  to 
address  current  zoning  codes. 

This  is  the  exact  same  view  we  saw  earlier.  The  previous  view  was  cropped. 
This  is  now  expanded.  There  are  a  lot  of  exciting  things.  This  is  the  first  time  you 
see  the  Seawall  Lot  330  in  its  entirety.  You  see  from  the  Watermark  if  we  were 
to  extend  the  view  further  to  the  west,  what  we're  proposing  continues  to  step 
down  and  get  lower  as  you  get  closer  to  the  Embarcadero  and  also  the  Bay. 

The  Watermark  is  approximately  235  feet  tall.  Our  175  foot  tower  is  still  about  55 
or  60  feet  lower  and  the  hotel  component  is  significantly  lower  than  that,  down  to 
105.  Red's  has  been  moved  to  the  south.  The  lower  portion  is  a  very  large  open 
space  with  the  grand  staircase  leading  up  to  the  venue  plaza.    This  is  the  first 
time  you  see  an  exciting  public  amenity  we're  proposing  of  a  ramp  along  the 
fagade  of  the  arena.  You  actually  go  from  the  venue  plaza,  which  is  at  about  the 
plus  35,  and  take  that  ramp. 

You  see  that  line  sort  of  diagonally  cutting  through  the  southern  edge  of  the 
arena,  which  gets  you  up  to  another  space  that's  at  about  the  plus-90-foot  level 
on  the  northern  side  of  the  arena.  You  get  these  spectacular  views  of  the  Bay 
and  also  interior  to  the  arena  in  that  location. 

This  is  a  similar  view  but  at  night.  It's  just  to  show  that  we're  obviously  being 
sensitive  not  only  to  safety  and  security  but  also  making  sure  that  this  is  a  fun, 
usable  space  on  a  daily  and  also  nightly  use  basis. 

You  see  something  in  the  hotel  component  on  the  Seawall  Lot  330.  The  Main 
Street  passageway,  of  course,  we  have  to  link  the  two  hotel  components 
together  in  terms  of  efficiency.  We're  working  with  a  bridge  that  is  as  narrow  and 
as  transparent  as  possible.  So  as  you're  coming  down  Main  Street  from  the  new 
Transbay  Terminal,  you'll  get  a  view  all  the  way  out  to  the  water  through  the 
southern  edge  of  our  plaza  when  you're  coming  down  Main  Street. 

It's  important  now  to  go  around  the  pier.  We'll  go  around  in  a  clockwise  fashion 
and  talk  a  little  bit  more  in  detail  and  show  some  more  renderings  of  some  of  the 
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moves  and  some  of  the  comments  we've  been  thinking  about  and  taking  into 
account. 

You  see  the  water  taxis  here.  You'll  notice  Red's  has  been  moved  to  the  south. 
What  that  did  is  it  allowed  us  to  expand  the  staircase  that  you  see  in  this 
northwest  corner,  which  will  allow  patrons  to  exit  the  arena  or  exit  the  plaza 
without  having  to  cross  vehicular  traffic. 

Right  now,  you  see  the  driveway,  which  is  an  existing  curb  cut.  That's  the 
singular  sort  of  in  and  out  of  the  proposed  loading  area  and  also  of  the  parking 
garage.  We're  working  with  the  stairway  to  reduce  that  conflict  with  bicycles. 

In  terms  of  accessibility,  that  little  white  box,  the  rectangle  there  just  to  the  right 
of  the  stairs  is  an  elevator.  We're  also  being  very  conscious  and  aware  of  certain 
accessibility  issues  as  we  are  dealing  with  these  elevation  changes  throughout 
the  project. 

This  is  a  view  along  that  northern  edge.  If  you  look  in  the  upper  right-hand 
corner,  there's  a  little  V.  At  the  vertex  of  the  little  red  V  is  where  the  person 
would  be  standing  and  then,  it  opens  to  their  view  corridor. 

This  is  that  northern  edge.  You  see  there's  a  lot  of  activity  being  programmed 
along  it,  that  stairway  leading  up  to  the  main  venue  plaza.  There's  some  retail 
with  some  exterior  space  facing  north  towards  the  bridge. 

We  have  the  very  lovely  San  Francisco  Fire  Department  and  their  fire  boats 
being  located  right  in  that  center  portion  of  the  pier.  We're  also  working  with 
them  to  give  them  a  visible  presence  on  the  site. 

We're  trying  to  work  with  them  to  figure  out  ways  where  you  would  also  be  able 
to  see  the  fire  truck  when  it's  in  their  garage.  Looking  farther  east  along  that 
edge  beyond  the  fire  department  and  the  boats,  you'll  see  a  vertical  wall  that 
we're  working  with. 

We're  very  conscious  of  the  needs  for  sustainability  in  storm-water 
management.  That's  a  wall  that  we're  working  with  in  terms  of  water  filtration  and 
storm-water  management  and  working  with  some  greener  areas  throughout  the 
site  for  filtration. 

Moving  further  east  along  that  northern  edge,  you  see  the  ferry  dock.  Since 
October,  we've  introduced  another  stairway  in  this  location  in  that  northeastern 
corner.  We've  also  reduced  the  number  of  team  support  facilities. 

We've  provided  a  lot  more  open  space  on  the  northeastern  edge.  We've 
introduced  the  stair.  There  is  a  lot  of  really  exciting  things  happening  in  this 
location.  For  example,  down  at  pier  level  where  the  practice  facilities  for  the 
team  are,  we're  providing  a  large  glass  open  area.  You  have  this  visual  interface 
with  the  practice  facilities.  We'll  have  to  be  sensitive  when  there  are  certain 

M05142013  -34- 


practice  activities  going  on.  It  may  need  to  be  closed  off  at  times.  Being  in 
Oakland  in  their  current  practice  facilities,  even  when  no  one  is  in  it,  it's  an 
amazing  space  to  be  a  part  of  and  to  see  visually. 

Just  beyond  it  is  the  wall  that  I  was  just  speaking  of  a  moment  ago  in  terms  of 
storm-water  management  and  water  filtration.  This  is  about  a  25-foot  clear 
perimeter  from  the  apron  along  the  water  back  against  the  practice  facilities. 
There  is  plenty  of  room  for  biking,  pedestrians  and  moments  for  rest  and  also 
the  maritime  loading  and  unloading.  This  is  in  that  same  location  only,  if  you 
were  standing  on  top  of  the  practice  facilities  looking  out  back  at  the  Bay. 

If  you  look  at  the  key  in  the  upper  right-hand  corner,  you're  now  standing  on  top 
at  about  the  plus-55-foot  level  on  top  of  the  practice  facilities.  What  I  was 
describing  earlier,  when  you're  down  low  along  the  Embarcadero  of  course,  all 
you  see  is  this  expansive  concrete.  You  can't  actually  see  any  water  but  this 
elevated  viewpoint  gives  you  a  spectacular  view  of  the  Bay  and  also  the  bridge. 
In  fact,  it  gets  you  above  the  eye  level  of  Pier  28  and  Pier  26.  You  actually  have 
more  visual  accessibility  to  the  bridge  and  to  the  water. 

In  that  exact  same  location,  if  you  just  turn  left  just  a  little  bit,  you  also  have  a 
really  amazing  view  of  the  city.  If  you  look  just  in  that  left-hand  side  of  the  image, 
since  you're  at  the  plus-55-foot  level,  since  we've  been  able  to  drop  the  arena 
down  to  125  feet,  you  only  have  about  70  or  75  feet  of  the  arena  exposed  in  this 
location.  It  effectively  lowers  the  visibility  of  the  arena  in  that  location.  Similarly, 
on  that  same  platform  at  the  plus-55-foot  level,  we're  working  with  this  sort  of 
knothole  idea  similar  to  AT&T  Park  where  you  can  get  up  to  the  edge  of  the 
arena  on  the  glass  and  see  into  the  bowl  of  the  arena  and  feel  like  you're  a  part 
of  whatever  event  may  be  going  on. 

We're  showing  a  Warriors  game  but  there's  also  concerts  and  other 
performances  to  take  into  account  and  think  of  in  this  viewing  opportunity.  You 
can't  quite  get  down  to  the  floor  level  in  this  view  but  still,  you  can  see  almost  the 
entire  bowl  and  start  to  have  this  interaction  with  the  fans  and  the  crowd  using 
that  space.  This  is  another  exciting  moment.  When  you're  inside  of  the  bowl,  you 
can  see  in  in  this  location.  When  you're  inside,  you  can  see  out  in  that  exact 
same  location. 

We've  been  working  extremely  hard  again  with  AECOM  and  actually  removed 
about  750  seats  or  so  in  that  northern  edge  of  the  arena,  which  opens  up  your 
view  right  to  the  Bay  Bridge.  You  have  this  immediate  reconnection  with  the  Bay 
from  the  inside.  That's  a  really  exciting  moment.  That's  not  the  only  moment 
where  you  have  this  connection  to  the  interior  or  to  the  exterior  of  the  arena 
depending  where  you  are. 

If  you  see  the  little  bar  of  light  just  below  the  suite  level  here,  sort  of  at  center 
court  if  you  go  up  the  lower  level,  there's  a  little  bar  of  light.  That  opens  out  to 
the  venue  plaza,  which  is  at  about  the  plus-35-foot  level. 
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I  don't  know  if  anyone  has  seen  any  views  of  the  new  Barclays  Center,  the  Nets 
arena  in  New  York.  There's  a  moment  where  you  come  up  the  stairs  from  the 
subway,  and  instantly  you  can  see  the  entire  bowl  of  the  arena.  We're  providing 
a  similar  effect  also  in  that  venue  plaza,  which  you  see  there.  If  you  zoom  in  just 
a  little  bit,  you'll  notice  another  blue,  glassy  area.  You  see  a  group  of  people 
basically  up  in  the  trusses,  up  in  the  ceiling.  That's  that  termination  of  the  ramp, 
which  I  spoke  a  little  bit  about  along  the  southern  edge.  That's  a  great  moment 
and  opportunity  where  you'll  be  able  to  see  the  bridge  and  the  city  but  also  have 
a  really  exciting  moment  of  looking  into  the  arena. 

In  fact,  along  the  length  of  that  ramp,  we're  also  identifying  other  opportunities  to 
see  into  different  components  of  the  event  center.  It  certainly  doesn't  give  a  view 
into  the  bowl  every  time  but  it  allows  you  these  amazing  views  of  the  various 
lobbies.  Here  on  the  eastern  edge,  for  example,  you  see  in  the  middle  of  the 
arena,  there's  about  a  triple-height  space  there,  which  is  the  main  concourse. 

We're  identifying  areas  which  can  have  a  high  level  of  transparency,  which  will 
be  primarily  used  during  event  times  because  the  interior  light  will  make  the 
glass  more  transparent.  When  there's  an  event  going  on  and  there's  people  on 
that  grand  concourse,  people  that  are  walking  along  the  eastern  edge  of  the  pier 
will  be  able  to  see  up  into  the  arena  and  also  be  a  part  of  the  excitement. 

We're  trying  to  not  only  promote  views  into  the  bowl  but  into  the  lobbies  and 
atriums  and  along  this  ramp  area.  This  is  a  view  just  above  that  eastern  edge  on 
the  ramp.  I  already  showed  the  termination.  Here  is  a  moment  we've  identified 
that  you  can  see  down  into  the  event  center  at  multiple  levels.  You  see  the 
upper  concourse  there  and  then  suite  level  slightly  below.  If  this  view  were  a  little 
bit  closer  to  the  glass,  you  could  even  see  all  the  way  down  to  the  main 
concourse.  This  is  an  exciting  opportunity  to  interact  with  the  Bay  and  the  bridge 
but  also  the  event  center  itself.  This  area  would  be  open  to  the  public  at  any 
time,  even  during  events. 

Naturally,  there  are  operational  concerns  in  terms  of  safety  and  security  at 
certain  hours  of  the  day  but  the  idea  is  to  make  that  as  open  as  long  as  it's  safe. 
Some  of  the  other  things  we're  working  with,  6.7  acres  of  open  space  not  only 
dealing  with  storm-water  management,  we  also  want  to  program  this  in  a  lot  of 
different  ways  and  provide  a  variety  of  experiences  and  a  variety  of  uses. 

In  the  southeastern  corner,  this  is  one  of  the  more  wild  areas  because  it's  all  the 
way  out  on  the  edge  of  the  water.  We're  working  with  ideas  of  creating  various 
levels  of  topography  and  local  vegetation  that  will  be  sustainable  out  in  this  sort 
of  environment. 

Moving  a  little  bit  further  west,  this  is  basically  the  largest  space  in  the  project. 
You  see  Red's  down  there  to  the  southwest,  the  grand  staircase  which  leads 
you  up  into  the  venue  plaza  and  the  arena  on  the  right  and  retail  on  the  left. 
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Before  I  talk  a  little  bit  about  scale,  it's  interesting  to  note  because  of  the  need  to 
break  down  these  spaces  and  to  provide  a  variety  of  experiences,  we're  working 
with  things  around  Red's  where  we're  identifying  locations  where  the  surface 
could  be  wood,  so  it's  more  akin  to  a  historic  pier  and  also  would  be  more  akin  to 
the  history  of  Red's. 

We're  also  working  with  spaces  on  the  left-hand  side  of  the  stairs,  like  a  palm 
grove  that  you  could  walk  up  through.  On  the  right-hand  side  of  the  stairs,  not 
only  are  there  amphitheaters  for  performances  and  other  things  but  also  some 
bioretention  areas. 

We  need  to  break  up  some  of  the  venue  plaza  spaces,  which  is  at  the  top  of  the 
image.  Just  so  you  get  an  idea  of  the  scale  of  this  space,  this  is  Union  Square 
Plaza,  which  is  about  1 .4  acres.  You  can  fit  two  of  those  just  in  this  location  on 
our  project.  That  doesn't  include  any  of  the  plaza  space  at  the  upper  level  in  the 
northeastern  corner  nor  does  it  include  the  perimeter  of  the  entire  pier  all  the 
way  around.  Those  blue  rectangles  only  represent  about  2.8  of  the  6.7  acres  of 
space.  This  is  thinking  about  some  of  the  programming  and  identifying  the 
different  types  of  things  we  can  do  around  the  perimeter. 

I've  already  spoken  more  or  less  about  most  of  these.  The  thing  to  point  out  here 
is  the  Bay  promenade,  which  provides  continuous  accessibility  around  the 
perimeter  of  the  pier  and  also  the  inclusion  of  the  Main  Street  passage  over  on 
the  Seawall  Lot  330  side. 

This  is  just  another  view  moving  up  to  the  event  plaza.  This  is  at  the  plus-35 
level  standing  at  the  top  of  that  grand  staircase.  You  can  see  on  the  right  of  the 
arena  another  area  where  we're  promoting  transparency.  You  would  basically  be 
able  to  see  the  full  height  of  the  arena  on  the  interior  in  this  location.  This  is  the 
main  entry  you  see  off  to  the  right,  which  is  where  I  was  trying  to  identify  from 
the  interior  where  you  could  see  from  the  plaza  into  the  bowl  of  the  arena. 

This  is  essentially  towards  the  back  of  Red's.  It's  not  quite  eye  level,  probably 
around  10  or  15  feet  tall  but  it  identifies  the  zones,  which  I  have  already  spoken 
a  bit  about:  the  wood  area,  the  palm  grove  and  something  I  haven't  touched  too 
much  on  yet,  which  I'll  get  to  in  a  moment,  is  the  retail  space  providing  southern 
exposure  to  the  retail  space,  so  it  can  open  up  to  the  southern  plaza  and  also 
the  second  floor  of  the  retail. 

This  is  that  same  view  just  cropped  and  zoomed.  What's  interesting  here  is  that 
ramp  going  up  the  side  of  the  arena.  You  see  that  we  started  to  shift  subtly  some 
of  the  plates,  which  allows  us  to  be  more  efficient  about  the  interior  space.  It 
creates  almost  more  of  a  terrace  to  the  south  on  the  upper  level  of  the  arena. 

I  believe  that's  around  plus-45  feet  at  that  moment  on  the  ramp.  This  is  just 
sitting  on  the  stairs  looking  back  down  to  the  south.  That's  the  area  of  the  ramp, 
which  I  have  already  mentioned.  Thinking  also  about  programming  that  lower 
plaza,  this  is  large  enough  where  not  only  could  you  have  performances  or 
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cultural  events  in  the  amphitheater  area  or  in  the  southern  plaza,  we're  also 
thinking  about  other  programs,  for  example,  a  farmer's  market. 

You  see  some  little  tents  there  to  the  south.  This  is  a  view  similar  to  what  we've 
already  seen.  This  ramp  here,  which  touches  down  on  the  pier,  is  an 
accessibility  path  to  get  up  to  the  venue  plaza. 

It  essentially  lets  you  out  right  at  the  main  entry  of  the  arena,  the  ticketing  area 
and  so  on  and  so  forth.  In  addition  to  all  the  open  space  and  the  exterior,  we're 
starting  to  identify  and  propose  a  location  for  a  community  room,  which  is  in  the 
neighborhood  of  about  2,500  square  feet  that  would  be  open  to  public  use  for 
various  meetings. 

We've  indicated  this  space  on  the  southern  edge  of  the  arena,  which  would  be  a 
little  bit  elevated,  which  is  located  along  that  ADA  path.  It's  right  above  the 
couple  there  that's  on  the  ramp.  It's  right  above  them  on  that  mezzanine  level  in 
that  area. 

This  would  be  another  great  benefit  for  the  community  that  they  would  be  able  to 
schedule  events  and  meetings  for.  Going  now  back  into  the  retail  component 
and  the  Embarcadero,  it's  important  to  consider  both  sides  of  the  Embarcadero 
in  this  case.  First,  thinking  about  the  scale  of  the  retail,  we  took  a  look  at,  for 
example,  Pier  28  and  Pier  26.  We're  working  with  this  retail  along  the 
Embarcadero  to  make  sure  that  it's  sensitive  to  the  scale  in  proportion  to  the 
existing  structure.  For  example,  our  retail  is  about  125  feet  and  170  feet  wide, 
which  is  similar  to  the  117  and  say  120-foot  pier  structures  of  Piers  28  and  26. 

You  can  see  by  the  height  data  there,  they're  approximately  the  same  in  height 
as  well.  You  have  the  Hi  Dive  and  Red's  punctuation  marks  in  addition.  This  is  a 
street-level  view  just  getting  an  idea  of  the  scale  and  height  of  the  retail  on  the 
left  in  comparison  to  Pier  28.  You  see  that  there  are  some  second-floor  terrace 
areas  for  the  retail  looking  out  onto  the  Embarcadero,  which  then  wraps  around 
to  the  north  to  the  Bay  Bridge  view  and  to  the  south  to  the  view  of  the  open 
basin. 

We're  working  with  retail  on  the  Seawall  Lot  330  side,  so  it's  a  complement  to 
what's  on  the  Pier  30/32.  We're  working  with  similar  modules  in  terms  of  glass 
and  mullions  and  materiality.  This  is  a  similar  view.  That  was  from  the  north 
looking  south.  This  is  from  the  south  looking  north.  You  see  Red's  in  its  new 
location.  You  see  the  retail  here  is  interesting.  You  can  open  that  entire  southern 
face  of  the  retail  to  open  out  onto  the  southern  plaza  as  well  as  providing  some 
exterior  space  on  the  second  floor  of  the  retail  in  that  location. 

You  see  in  the  background  the  arena  and  that  transparent  moment  of  the  arena. 
You  can  be  led  right  up  to  that  through  the  sort  of  palm  grove  and  through  the 
grand  staircase.  Thinking  about  the  scale  of  the  retail,  we  wanted  to  figure  out  a 
way  of  relating  the  scale  of  the  arena  and  the  perspective  of  the  arena  to  a 
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known  structure.  The  closest  thing  we  came  up  with  was  obviously  the  AT&T 
ballpark. 

The  next  couple  of  viewpoints  I'm  going  to  show  are  from  the  same  distance  as 
best  we  could  in  the  computer  and  also  standing  on  the  street  with  a  camera 
trying  to  get  the  sense  of  scale.  Looking  across  the  Embarcadero,  this  is 
basically  standing  in  the  middle  of  our  Seawall  Lot  330  development  looking 
across  the  street.  This  is  what  you  see.  Because  the  arena  is  pushed  all  the  way 
to  the  east  to  the  water,  it  has  a  very  low  profile.  In  fact,  it's  almost  hidden  by  the 
retail,  which  is  anywhere  between  35  and  55  feet  that  the  roof  is  sloping. 

It's  changing  as  you  go.  So  this  is  what  you  see.  It's  relatively  open.  It  has  a  nice 
scale  and  feel  to  it.  I've  already  mentioned  the  relationship  to  existing  structures. 
This  is  standing  at  the  same  distance.  This  is  sort  of  a  photograph  that  we 
applied  to  a  3D  model,  which  accurately  represents  AT&T  Park.  Because  the 
park  is  actually  right  on  the  edge  of  the  Embarcadero,  it  appears  to  be  much 
taller.  It  is  naturally  a  little  bit  taller  but  not  by  so  much. 

Because  of  the  perspective,  it  seems  even  bigger  than  it  actually  is.  This  is  what 
happens  when  you  overlay  it.  That  datum  of  AT&T,  that  first  band  of  sort  of 
lighter  stone,  is  in  the  neighborhood  of  about  the  plus-55-foot  level  in 
comparison  to  our  retail. 

You  can  see  our  arena  in  the  background.  Because  of  this  perspective,  it 
appears  much  smaller  and  has  much  less  of  a  presence  on  the  Embarcadero 
and  in  the  neighborhood. 

You  can  see  we've  already  talked  about  the  175  foot  of  the  condo,  which  is  the 
building  on  the  left  and  the  hotel  on  the  right.  I  already  spoke  a  little  bit  about  the 
Main  Street  passage  and  the  transparency  of  that  bridge  piece,  which  connects 
to  the  hotel.  You  get  a  view  down  Main  Street  to  the  Bay  Bridge. 

You  can  see  we're  also  being  very  sensitive  to  the  podium  height.  The 
Watermark  podium  is  currently  45  feet  tall.  We're  respecting  that  height.  Our 
podium  does  not  go  above  the  45-foot  level.  We're  also  working  with  breaking  it 
up  along  the  Embarcadero,  so  you  don't  just  end  up  with  a  600-foot  wall  of  retail. 
We're  trying  to  provide  some  relief  in  those  spaces.  A  little  niche  there  on  the 
left-hand  side  next  to  the  condo  allows  entry  in  lobby  into  the  condo  building. 

However,  the  ground  floor  of  the  condo  is  retail  in  that  southern  corner.  You 
have  retail  all  along  that  eastern  edge.  Then  on  the  northern  edge  below  the 
hotel  is  also  retail.  This  is  just  a  diagram  indicating  that  cut  through  and  how  you 
would  see  between  Red's  and  the  retail  out  to  the  Bay  and  the  water. 

This  is  just  an  image  we've  already  seen.  To  point  out  on  the  Seawall  Lot  330 
side,  again  looking  at  the  Watermark,  there's  a  clear  step  down  from  the 
Watermark  to  the  Seawall  Lot  330  and  on  down  to  the  retail  on  the  Pier  30/32 
side,  which  relates  to  the  existing  structures. 
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This  is  just  a  pedestrian  circulation.  The  main  thing  to  glean  from  this  is  that  we 
are  doing  our  very  best  to  provide  as  much  accessibility  in  every  location  that  we 
possibly  can  on  the  site  to  promote  interaction  in  a  lot  of  various  ways,  not  only 
around  the  perimeter  of  the  pier  but  at  different  levels,  thinking  about  different 
programs. 

We've  already  mentioned  a  lot  in  terms  of  performances,  farmers  markets, 
jogging,  bicycling  and  walking.  This  is  just  thinking  a  little  bit  about  the  vehicular 
circulation.  Right  now,  there  are  currently  two  curb  cuts  actually  on  Pier  30/32. 

We've  focused  all  of  our  energy  into  that  northwestern  corner,  which  is  the  only 
major  intersection  with  Bryant  Street  across  the  way  there.  This  would  be  the  in 
and  out  not  only  for  loading  but  also  for  the  cars  and  people  that  are  parking 
there.  That's  the  in  and  out  for  the  fire  truck  for  the  firehouse.  I  already 
mentioned  a  little  bit  storm-water  strategies.  We're  very  sensitive  to  the 
sustainability  issue.  We're  working  to  achieve  the  highest  level  of  LEED  of  any 
arena  in  the  country,  which  is  gold.  There  are  other  arenas  with  that  mark  but 
we're  working  to  achieve  that.  It  will  be  achieved.  We  will  exceed  energy 
efficiency. 

There's  an  emphasis  on  public  transit.  This  is  within  very  close  walking  distance 
in  proximity  to  Muni,  Caltrain,  BART,  the  ferry  terminal  and  the  new  Transbay 
Terminal  that's  going  in. 

A  hundred  percent  of  the  storm  water  will  be  treated  onsite.  I've  already  driven 
home  a  number  of  times  that  we  have  about  6.7  or  6.6  acres  of  public  open 
space  with  about  a  mile  and  a  half  or  more  of  walking  paths  throughout  the  site. 

Ariel  Kelley  -  I'm  here  to  speak  about  the  proposed  Warriors  waterfront  arena.  I 
think  all  of  us  can  identify  with  the  amount  of  support  and  sense  of  community 
that  the  Giants  presence  in  San  Francisco  has  brought  to  our  community,  not  to 
mention  the  amount  of  attention  that  has  been  brought  to  the  waterfront  and  to 
the  port  based  on  AT&T  Park  when  the  Giants  are  on  TV  or  when  you  have 
thousands  of  fans  coming  down  to  the  waterfront.  AT&T  Park  has  created  a 
gateway  for  thousands  of  people  to  the  waterfront  and  a  reason  for  hundreds  of 
thousands  of  people  to  visit  the  port  and  waterfront  who  wouldn't  normally  have 
a  reason  to  come  down  here.  That's  what  this  proposed  arena  will  do  for  a  whole 
new  set  of  fans  and  another  group  of  residents.  Speaking  of  thousands  of 
people,  I  know  that  there  has  been  a  lot  of  talk  lately  about  the  transportation 
issues  surrounding  having  an  arena  at  Piers  30/32.  I  worked  with  Peter  Albert  of 
SFMTA  on  the  transportation  plan  for  the  America's  Cup.  I  have  no  doubt  that 
the  plans  for  the  new  arena  will  be  robust  and  thorough.  I  want  to  mention  that 
this  arena  has  about  17,000  seats,  which  is  much  less  than  the  45,000  seats  at 
AT&T  Park  and  much  less  than  the  hundreds  of  thousands  of  potential 
spectators  that  could  show  up  for  the  America's  Cup  this  summer.  The 
transportation  plans  will  reflect  the  size  of  the  arena,  which  in  reality  is  much 
smaller  than  AT&T.  Many  Warriors  fans,  like  myself,  are  well  accustomed  to 
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taking  transit  to  games,  as  we  currently  ride  BART  to  and  from  Oakland  where 
we  watch  games  now.  Needless  to  say,  we  all  saw  the  presentation  that  this  is  a 
gorgeous  design  that  respects  the  surrounding  community  and  area  and  a  major 
upgrade  from  the  dilapidated  piers  that  we  are  currently  looking  at  now,  the 
parking  lot  that's  there  on  the  water.  I  look  forward  to  seeing  this  arena  activate 
the  waterfront.  Thank  you  for  your  time  and  tireless  work  on  behalf  of  our 
residents  and  community. 

Ramona  Atanacio  from  Brightline  Defense  -  We  support  this  project  because  of 
the  unprecedented  local  hire  commitment.  It's  going  to  bring  guaranteed  jobs  to 
San  Francisco  residents,  not  only  that  but  job  training  and  diversity  to  the 
workforce. 

Kevin  Carroll  -  I'm  the  executive  director  of  the  Hotel  Council  of  San  Francisco,  a 
board  member  of  SF  Travel  and  a  lifelong  resident  of  San  Francisco.  The  Hotel 
Council  fully  supports  this  program  to  bring  the  Warrior's  arena  to  the  waterfront. 
Looking  at  the  amount  of  economic  impact,  what  that  will  bring  to  the  city  not  to 
mention  being  able  to  market  in  another  incredible  addition  to  our  waterfront.  I 
want  to  thank  the  commission  and  the  Port  for  the  work  that's  been  done  on  the 
Fisherman's  Wharf,  the  new  promenade  down  there,  the  Exploratorium  and  now 
this  work  that's  happening  potentially  for  Piers  30/32.  I  want  to  remind  people 
that  this  would  be  good  for  hotels.  When  people  come  into  this  city,  whether  it's 
for  a  concert  or  to  perform  in  a  concert  or  for  the  games  themselves,  they're 
staying  in  hotels.  What  happens  is  people  spend  twice  as  much  money  outside 
of  hotels  than  they  do  inside.  That  helps  small  businesses  and  other  businesses 
around  the  city.  The  economic  impact  goes  way  beyond  just  the  actual  impact  of 
the  arena  itself.  We're  fully  supportive.  We  think  adding  something  like  this  that 
will  help  market  San  Francisco  continually  to  the  world  with  a  world-class  water 
front,  and  this  would  be  a  world-class  addition  to  that  waterfront. 

Jim  Lazarus,  Chamber  of  Commerce  and  also  the  Alliance  for  Jobs,  a 
partnership  of  business,  labor  and  civic  organizations  - 1  also  have  the  privilege 
of  co-chairing  a  community  group  supporting  this  project,  Warriors  on  the 
Waterfront.  This  is  a  great  opportunity.  I  thank  you  and  your  staff  for  working  so 
closely  with  the  mayor's  office,  with  the  community  and  with  the  Warriors  to 
move  this  project  forward.  In  the  last  decade,  we've  seen  tremendous 
improvements  in  public  access,  as  Kevin  said,  from  Fisherman's  Wharf  to  the 
new  cruise  terminal  event  space  to  the  Exploratorium  to  this  project  and  what's 
going  to  happen  in  the  future  with  the  Giants  at  Lot  A  and  Pier  48  and  all  the  way 
down  to  Pier  70.  The  maritime  uses  of  San  Francisco  have  changed.  I've  been 
around  long  enough  to  remember  when  I  was  in  the  mayor's  office,  and  this  pier 
burnt  down  in  the  early  1980s.  Long  before  that,  Matson  had  moved  to  the  East 
Bay.  Since  that  time,  you've  been  struggling  to  find  an  appropriate  use  to 
maintain  this  important  deepwater  facility  on  the  east  face  of  this  pier.  We  all 
know  we've  spent  a  lot  of  time  looking  at  a  cruise  terminal  here,  an  office 
building,  other  retail.  As  recently  as  three  or  four  years  ago,  the  chamber  worked 
with  some  local  developers  thinking  that,  perhaps  during  the  depth  of  the 
recession,  that  construction  costs  had  dropped  low  enough  to  make  that  office 
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facility  feasible  at  this  pier  and  it  wasn't  and  it's  certainly  not  today.  That 
approved  project  is  not  going  to  get  built.  But  this  project  with  such  tremendous 
public  amenities,  a  365-day-a-year  public  park  covering  over  half  the  acreage  of 
this  pier,  continued  maritime  use  on  the  east  face  for  cruise  ships,  for  visiting 
naval  vessels  and  other  ceremonial  berthing,  the  fire  boats,  the  ferries  and 
others.  This  is  a  great  project.  We  look  forward  to  working  with  you  over  the  next 
six  or  eight  months  to  move  this  project  to  final  approval. 

Reuben  Hechanova  -  Thank  you  for  the  opportunity  to  talk  in  support  of  the 
Warriors  arena.  I'd  like  to  acknowledge  Mel  Murphy,  who  I  served  for  four  years 
on  the  Building  Commission.  Thank  you  for  having  the  wherewithal  to  also 
include  him  in  all  the  decision  making.  The  impacts  of  the  Warriors  arena  is 
going  to  be  magnanimous.  The  category  of  economic,  cultural  and  social 
benefits  are  of  a  magnitude  that  is  far  greater  than  what  it  is  now,  which  is 
nothing.  The  category  by  which,  on  the  economic  scale,  the  benefits  of  not  only 
jobs  that  will  be  created  by  the  arena  but  the  long-term  benefits  by  the  ongoing 
labor  and  operations  that  will  provide  the  revenue  stream  for  both  the  Port  and 
all  that's  involved.  On  the  cultural  side,  not  only  on  the  sports  venue  but  also  on 
the  category  of  events  that  will  enliven  both  the  neighborhood  and  also  the 
waterfront.  I  speak  from  the  social  side  of  having  been  a  member  of  the  Dolphin 
Club,  I'm  a  lifetime  member,  and  the  category  of  waterfront  activity  is  terrific.  The 
opportunity  here  is  a  combination  of  the  Marina  Green  and  Aquatic  Park.  The 
combination  of  those  two  with  the  wonderful  and  more  sunny  conditions  and  less 
windy  on  the  South  Bay  is  going  to  be  great.  All  told,  all  these  benefits  are  just 
going  to  blossom  as  a  result  of  both  the  architectural  and  the  decisions  that  are 
being  made  by  you,  a  category  by  which  those  decisions  are  going  to  be 
impactful  not  only  on  the  neighborhood  but  on  the  long-term  category  of 
providing  an  entertainment  value  and  social  value  to  the  nine  counties  that  can 
converge  onto  this  location.  It's  a  time  and  place  that  this  arena  will  bring  a  new 
realm  of  both  entertainment  and  cultural  values  both  on  the  cultural,  social  and 
economic  scale.  I'm  in  full  support  of  this  arena. 

Corinne  Woods  - 1  serve  on  the  arena  CAC.  With  Ron  Miguel,  former  planning 
commissioner,  we  co-chair  the  Land  Use  Design  and  Public  Trust  subcommittee 
of  that  CAC.  In  your  packet  today,  you  heard  that  we're  going  to  be  having  a  full 
CAC  meeting  the  first  Monday  in  June.  The  land  use  subcommittee  is  meeting 
on  May  22,  2013  at  4:30  in  the  afternoon  to  start  digging  into  this  design.  The 
pictures  are  pretty  but  we  want  to  look  at  how  it's  going  to  operate  and  whether 
it's  going  to  be  working  for  the  city,  the  port  and  the  neighborhoods.  I  would 
encourage  any  of  you  that  can  to  come  and  hear  what  the  community  thinks 
about  this  design  when  we  have  a  chance  to  get  into  detail. 

Garrett  Law  - 1  live  in  the  South  Beach  neighborhood  there.  This  is  amazing.  It 
really  makes  a  statement.  I've  lived  in  South  Beach  for  about  10  years  now  and 
10  years  ago,  we  needed  a  statement.  We  got  SF  Giants  and  it  blends  with  the 
neighborhood.  You've  got  brick  and  brick,  and  it  all  goes  together.  This  is  a  very 
spectacular  concept.  I  don't  see  how  it  integrates  into  the  neighborhood.  Ten 
years  ago,  there  weren't  a  lot  of  people.  There  were  empty  buildings  there  and  a 
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smattering  of  condos.  Now,  the  neighborhood  is  forming  up.  We've  got  tech 
workers  there.  The  Academy  of  Arts  has  a  college  there.  We've  got  people 
interacting  on  a  daily  basis.  I  think  they're  talking  17,000-18,000  people  200 
days  a  year  into  the  neighborhood  seems  like  an  awful  lot  of  people  to  me  in 
addition  to  what  we've  already  got.  You've  got  this  venue.  Then,  you've  got  the 
Giants  venue  at  42,000.  Then,  on  the  other  side  of  the  creek,  you've  got  another 
one  potentially  at  another  17,000.  With  all  these  projects,  increasing  the  traffic 
and  the  flow  of  people  through  the  neighborhood  from  somewhere  to  7,000  to 
65,000  a  day  most  days  of  the  year.  I  think  there's  going  to  be  a  huge  impact  on 
our  neighborhood  by  putting  this  there.  I'm  the  one  guy  not  in  favor  of  it  so  far 
tonight.  It  seems  too  much  for  the  neighborhood  and  the  aspect  of  over  the 
water.  It's  a  beautiful  facility.  Put  it  over  land  somewhere,  it's  spectacular.  As  a 
neighbor,  I'd  like  you  to  consider  another  location. 

Ellen  Johnck  -  I'm  here  on  behalf  of  the  Maritime  Commerce  Advisory 
Committee  of  the  Port.  I'm  representing  along  with  myself,  Marina  Secchitano, 
who  is  co-chair  of  the  committee.  Marina  is  the  director  of  the  Inland  Boatmen's 
Union.  Marina  and  I  are  here  to  just  bring  you  some  of  the  ideas  of  the  Maritime 
Commerce  Advisory  Committee.  This  is  the  Port's  committee,  the  members  of 
which  include  representatives  of  organized  labor,  marine  terminal  operators, 
cargo  shipping  users,  cargo  warehousing,  ship  repair,  excursion  operators, 
harbor  services  and  other  maritime  cargo  and  industrial  users.  Overall,  I'm 
pleased  with  the  progress  that  has  been  made  on  this  design  to  incorporate  the 
predominate  concern  of  the  maritime  users  of  the  port  to  protect  the  public  trust 
interests  and  use  for  maritime  uses  and  navigation.  We've  met  with  Jennifer  and 
team  over  the  last  several  months  and  are  very  pleased  to  see  the  incorporation 
and  the  inclusion  in  the  operation  design  for  a  deep-draft  berth.  I  think  Jennifer 
and  team  are  going  to  be  making  a  presentation  to  the  maritime  committee  on 
Thursday  to  show  the  committee  this  design.  I  see  the  box  was  checked,  but  we 
haven't  quite  seen  the  dimensions.  There  needs  to  be  more  work,  obviously,  on 
how  the  maritime  use  and  the  operations  of  the  berthing  of  deep-draft  vessel  will 
actually  be  incorporated  into  the  design.  We'll  be  interested  in  seeing  more  detail 
work  on  that.  Secondarily,  we  were  pleased  to  hear  mention  of  a  ferry  berth 
because  in  the  last  few  months  the  Maritime  Commerce  Committee  has  said, 
"What  can  we  do  to  additionally  support  maritime  and  public  trust  uses  in 
support  of  navigation  in  this  design?"  We  have  sent  a  letter  to  the  Port  and  we've 
handed  out  copies  of  it  to  you  today,  talking  about  we'd  like  the  team  to  consider 
a  study  working  with  the  Water  Emergency  Transit  Authority  to  consider  the  ferry 
berth.  If  I  saw  it  there,  then  we're  even  further  pleased.  We  think  the  design  is 
coming  a  great  way  for  a  win,  win,  win  for  the  community  and  the  Port  and  the 
continued  support  of  the  public  trust  on  this  pier. 

Dennis  MacKenzie,  Round  the  Diamond  Consulting  and  Education,  my  research 
and  development  practice  - 1  also  teach  in  the  San  Francisco  public  high 
schools.  As  you  continue  to  refine  and  respond  to  the  Warriors'  updated  marina 
project,  I  have  been,  over  the  last  year,  sharing  my  proposal  with  the  Warriors 
and  San  Francisco  officials  to  include  within  the  original  design  and  construction 
of  this  arena  a  high  school,  college,  career  pathway  classroom.  I  have  provided 
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the  Warriors  and  all  the  public  officials  and  business  leaders  including  the  San 
Francisco  Chamber  of  Commerce  and  community  leaders  involved  in  this 
project  with  numerous  ideas  and  updates  regarding  my  arena  classroom.  I  trust 
that  the  integrity  and  visionary  leadership  of  the  Warriors  along  with  the  NBA 
understands  their  unique  responsibility  as  a  powerful,  influential  and  social 
institution  and  how  the  NBA's  influence  in  the  current  and  future  lives  of  all  our 
youth,  families  and  communities  as  well  as  the  important  role  all  our  nation's 
sports  teams  and  organizations  play  through  the  creation  of  the  sports  arenas 
and  stadiums  that  they  build  and  have  built  and  will  build.  I  believe  this  is  a  one 
lifetime  opportunity  for  the  Warriors  and  the  City  of  San  Francisco  to  design  and 
construct  this  arena  for  the  best  and  highest  use  for  the  benefit  of  everyone  in 
San  Francisco  and  beyond.  This  is  a  golden  opportunity  to  create  a  model, 
comprehensive,  year-round  education  and  career-development  classroom 
capable  of  providing  healthy,  long-term  social  and  economic  growth  and  benefits 
for  our  entire  cross-cultural  San  Francisco  Bay  Area  community.  As  I've  already 
shared  with  the  Warriors  and  San  Francisco  officials  and  the  public  in  these 
meetings,  my  arena  classroom  proposal  perspective  will  provide  a  practical  and 
inherently  inspiring  educational  methodology  that  can  serve  as  a  magnet  facility 
through  the  establishment  of  a  cross-cultural  sports  and  education  exchange 
program  capable  of  expanding  San  Francisco's  capacity  to  attract  visiting 
students,  educators,  school  officials,  business  leaders  and  government  officials 
to  the  San  Francisco  Bay  Area  for  generations  to  come.  Making  available  arena 
seats  to  purchase  next  to  and  immediately  surrounding  this  arena  classroom  for 
field  study  and  visiting  educators,  government  leaders  to  purchase,  they  will 
have  the  opportunity  to  initiate  and  develop  creative,  positive,  lifelong,  national, 
international  relationships  with  our  schools,  students  and  officials  as  well  as 
inspiring  new  cross-cultural  business  and  career  opportunities  between  San 
Francisco  and  visiting  countries,  including  Mexico  and  nations  throughout  the 
Americas.  As  all  these  issues  and  challenges  are  before  us  and  all  things 
considered,  I  trust  that  the  beauty  and  inspiration  expressed  through  the  creative 
imagination  of  the  exterior  physical  design  of  this  arena  will  be  surpassed  only 
by  the  real-world,  cross-cultural  and  multi-dimensional  human  relationships  and 
programs  this  facility  can  potentially  offer.  For  the  benefit  of  the  public,  my 
proposal  is  on  my  Web  site,  Roundthediamond.com. 

Mark  McDonald  -  I'm  a  resident  at  the  Brannan  in  South  Beach  where  my  family 
has  lived  for  over  13  years.  Along  with  residents  at  the  Watermark  and  Portside, 
we  at  the  Brannan  have  provided  feedback  through  the  project's  planning 
process  that  we  wanted  the  height  of  the  proposed  buildings  on  Seawall  Lot  330 
reduced  to  mitigate  the  impact  to  light,  air  and  views  along  our  beautiful 
waterfront.  Thus,  it  came  as  a  great  surprise  we  observed  in  the  latest  design 
iteration  that  the  southeast  tower  on  Seawall  Lot  330  was  actually  increased  in 
height  from  150  feet  to  175  feet,  which  is  70  percent  higher  than  current  zoning 
allows.  Needless  to  say,  a  large  number  of  residents  were  very  concerned  about 
having  a  175-foot  wall  built  in  front  of  our  homes.  More  importantly,  we  are  very 
disturbed  by  the  apparent  disregard  the  Warriors  and  their  designers  have 
shown  for  our  community's  concerns.  I  am  a  real  estate  developer  in  San 
Francisco.  I  understand  how  important  it  is  to  be  responsive  to  the  communities 
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where  we  build.  I  would  respectfully  repeat  our  prior  request  that  the  building 
heights,  specifically  the  proposed  tower  on  the  southeast  corner  of  Seawall  Lot 
300,  be  significantly  reduced  to  mitigate  the  loss  of  light,  air  and  views  that  our 
community  and  that  all  San  Franciscans  now  enjoy. 

Commissioner  Katz  - 1  do  appreciate  the  efforts  to  incorporate  the  feedback  and 
the  comments  that  have  come  from  the  community,  from  the  advisory 
committees  and  a  variety  of  others  as  well  as  from  BCDC  and  other  agencies. 
I'd  like  to  thank  the  Warriors  and  their  team  for  making  the  adjustments  towards 
the  feedback  that  they've  received. 

Commissioner  Brandon  - 1  too  want  to  say  thank  you.  That  was  a  great 
presentation.  We  have  come  a  long  way.  From  the  speakers,  we  still  have  a  little 
ways  to  go.  It'll  be  great  to  see  what  happens  with  the  Land  Use  and  Maritime 
Committee  members  and  because  the  maritime  activity,  that  piece  of  it  is  key  to 
this  project.  I'm  looking  forward  to  the  next  revision. 

Commissioner  Katz  - 1  also  have  to  confess,  when  you  showed  the  open  window 
looking  in  on  the  stadium,  all  I  could  think  of  was  my  days  at  Cal  and 
Cheapskate  Hill. 

Commissioner  Adams  - 1  also  want  to  thank  the  public  for  coming  out  today, 
those  that  were  for  and  against.  If  you  look  at  it,  when  this  whole  thing  started,  it 
was  going  at  rapid  speed.  The  Warriors  and  everybody  has  slowed  down. 
They're  taking  everything  into  consideration.  As  my  fellow  commissioners  have 
said,  it's  a  slow  process.  We've  got  a  long  way  to  go.  We're  getting  there.  The 
more  feedback  and  the  more  involvement,  the  better.  I  appreciate  the  sister 
saying  about  the  advisory  committee,  challenging  the  commissioners  to  come 
out  and  attend  the  meeting.  I  know  Jennifer  and  Brad  and  everybody  is  trying  to 
make  this  thing  work.  Unfortunately,  you  can't  please  everybody.  It  seems  like 
they're  thinking  about  this.  Learning  from  what  the  Giants  did,  the  Giants  were 
good  corporate  partners.  They  were  very  thoughtful  in  their  process.  They 
definitely  they  left  a  blueprint.  I  definitely  think  the  Warriors  have  heard  that.  I 
think  they're  trying  to  be  responsible.  Hopefully,  we  can  get  to  a  place  where  it 
could  be  a  win  situation  for  everybody. 

Commissioner  Murphy  - 1  just  hope  the  Warriors  win  tonight. 

Commissioner  Woo  Ho  -  We  do  too.  I  did  have  a  couple  comments.  It  was  a 
great  presentation  but  given  that  I  just  saw  some  of  the  possibilities  of  3D 
printing  lately,  have  you  decided  whether  you  could  actually  do  a  3D  model, 
which  would  be  a  lot  easier  for  everybody  to  sort  of  see  into  and  see  what  the 
design  is?  I  know  you're  still  making  changes  but  with  printing  these  days,  it's  a 
lot  easier  to  do  that.  It  would  give  everybody  a  sense  of  how  it  really  looks.  If  you 
can  pull  it  apart,  I  think  it's  a  much  faster  way  of  understanding  what  you're  trying 
to  present  in  lots  of  slides  here.  That's  just  a  suggestion.  Secondly,  I  want  to 
echo  what  Ellen  said  about  the  fact  that  you  have  incorporated  the  ferry  because 
everybody's  concern  about  the  flow  of  traffic  and  transportation.  As  I've  said  this 
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many  times  before  at  this  commission,  if  we  can  improve  water  transport  not  just 
east-west  but  north-south  to  relieve  some  of  the  concerns  of  the  neighborhood 
and  the  community  as  far  as  congestion  is  concerned.  We  have  to  incorporate 
ferry  landings  that  are  not  just  special  events  but  maybe  for  normal  commute 
traffic  would  be  a  great  thing  to  have.  We  need  to  figure  out  how  to  do  more  of 
that  along  the  waterfront,  not  just  at  Pier  30/32  but  all  up  and  down  the 
waterfront.  I  think  that's  one  of  the  opportunities  that  we  need  to  look  into  for  the 
whole  area  of  Embarcadero  in  terms  of  the  future  if  we  do  bring  more  traffic  in. 
What  else  could  we  do  to  relieve  it  in  addition  to  the  mass  transit  options  that  are 
obviously  there  as  well.  We  want  to  compliment  you  on  including  that  and 
encourage  you  to  keep  thinking  about  it. 

I  agree  with  my  fellow  commissioners  that  we  do  appreciate  that  you've 
incorporated  a  lot  of  the  changes  you  pulled  from  the  community  and  hope  you 
can  continue  to  do  that,  so  we  can  get  to  a  success. 

B.    Informational  presentation  of  the  Term  Sheet  between  the  Port  and  Forest  City 
Development  California,  Inc.  for  the  mixed-use  development  of  the  Pier  70 
Waterfront  Site,  bordered  generally  by  20th  Street,  Michigan  Street,  22nd  Street, 
and  the  San  Francisco  Bay. 

Brad  Benson,  Port's  Pier  70  waterfront  site  project  manager  -  I  will  be 
presenting  with  Emily  Lesk,  who  is  the  Office  of  Economic  and  Workforce 
Development  project  manager  for  the  waterfront  site,  and  representing  a  very 
broad  team  of  port  and  city  staff  who  have  been  working  on  Pier  70  for  quite 
some  time.  Today,  we're  here  to  talk  about  the  proposed  terms  described  in  a 
term  sheet  that  the  Port  staff  intends  to  bring  to  the  commission  on  May  28, 
2013  for  your  consideration  and  possible  endorsement.  Our  process  is  normally 
to  bring  the  proposed  terms  to  you  on  an  informational  basis  so  that  we  can  hear 
your  early  thoughts  and  thoughts  from  the  public. 

If  you  endorse  the  term  sheet  on  May  28,  2013,  we  would  then  bring  it  to  the 
Board  of  Supervisors  so  that  we  could  start  environmental  review  on  the 
waterfront  site  project.  This  is  a  big  milestone  in  this  project.  The  Port  has  been 
thinking  about  developing  Pier  70  since  close  after  the  adoption  of  the 
Waterfront  Land  Use  Plan.  Staff  who  have  worked  on  Pier  70  include:  Kari 
Kilstrom,  who  is  no  longer  with  the  Port;  Lynda  Swanson,  who  recently  retired. 
David  Beaupre  and  Diane  Oshima  led  an  amazing  planning  process  that  led  to 
the  preferred  master  plan  for  Pier  70  along  with  Mark  Paez,  who  has  looked  at 
historic  resources  at  the  site.  More  recently,  Byron  Rhett,  Jennifer  Matz,  Emily 
and  I  along  with  Joanne  Sakai  have  been  working  on  these  term  sheet 
negotiations.  It's  an  effort  of  a  lot  of  people.  I  want  to  thank  everybody  who  has 
gotten  us  to  this  point  today.  We're  joined  today  by  Jack  Sylvan,  representing 
Forest  City. 

It  took  about  a  year  to  advertise  that  RFQ  and  receive  proposals  and  score  the 
proposals.  Kathleen  Diohep  and  Jonathan  Stern  managed  an  amazing  selection 
process  that  led  to  the  choice  of  Forest  City  by  the  Port  Commission  and  then 
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negotiated  an  exclusive  negotiating  agreement  that  was  approved  in  July  of 
2011. 

Along  the  way,  we've  been  trying  to  get  some  local  and  state  legislation  to 
facilitate  development  of  Pier  70.  Proposition  D  was  adopted  by  San  Francisco 
voters  in  2008  by  a  margin  of  68  percent  to  32  percent.  We've  gotten  several 
important  pieces  of  state  legislation,  AB  1 199  and  AB  418  by  Assembly  Member 
Ammiano.  The  first  allows  the  capture  of  the  state's  share  of  tax  increment  to 
fund  public  improvements  at  Pier  70. 

AB  418  enables  a  trust  swap  that  we'll  talk  a  little  bit  more  about  within  the  Pier 
70  site.  I'm  going  to  hand  over  this  portion  of  the  presentation  to  Emily  Lesk.  She 
is  going  to  describe  some  of  the  land-use  proposal  that  Forest  City  has  been 
working  on  since  the  adoption  of  the  master  plan. 

Emily  Lesk  -  In  planning  for  the  future  of  Pier  70,  the  Port  has  been  looking  at 
Pier  70  as  a  series  of  sub-areas  with  various  strategies  and  priorities.  So  starting 
in  the  northeast  corner,  one  priority  is  to  maintain  the  maritime  use,  the  ship- 
repair  facility  currently  leased  and  operated  by  BAE  systems.  Moving  around 
counterclockwise,  Port  staff  is  hard  at  work  creating  Crane  Cove  Park,  which  will 
be  funded  largely  by  voter-approved  GO  bonds.  Along  20th  Street  is  the  cluster 
of  significant  historic  buildings  that  Orton  Development  was  awarded  the 
exclusive  negotiating  agreement  to  work  toward  rehabilitating  that  historic  core 
and  they're  making  quick  progress.  It's  looking  like  they  will  be  bringing  a  lease 
before  you  and  before  the  Board  of  Supervisors  toward  the  end  of  this  year  or 
early  next  year.  The  Hill  sub-area  at  the  southwest  corner  of  the  site,  the 
northern  portion  of  the  Hill  sub-area  is  Port-owned  land  that  we'll  talk  about  a 
little  later  in  this  presentation  in  the  context  of  our  proposal  for  the  waterfront 
site. 

Toward  the  south  is  a  privately-owned  parcel  that  the  Port  is  currently  in 
negotiations  with  PG&E  to  try  to  acquire.  There's  the  site  that's  our  focus  today 
with  term  sheet.  The  waterfront  site  comprises  28  acres.  We're  looking  at  a 
pretty  substantial  new  development  program  for  that  site  and  new  parks  as  well 
as  the  preservation  and  adaptive  reuse  of  three  pretty  amazing  historic 
buildings:  Building  2,  Building  12  and  Building  21 . 

As  exciting  as  the  waterfront  site  is,  there  are  a  lot  of  special  risks  and 
challenges  that  go  along  with  it.  Those  have  really  shaped  the  term  sheet  that 
we've  come  up  with  that  we're  going  to  present  to  you.  One  of  them  is  the  site's 
location  in  the  context  of  Pier  70  and  relative  to  Dogpatch.  It's  further  east  than 
some  of  the  other  Pier  70  development  parcels,  less  proximate  to  the 
established  uses  in  Dogpatch  and  also  not  adjacent  to  existing  city  infrastructure 
systems. 

As  a  result,  it's  expected  to  follow  the  Orton  Development  historic  core  as  well 
as  infrastructure-ready  parcels  along  Illinois  Street,  which  brings  with  it  some 
uncertainty  about  timing  and  additional  risks.  There  is  also  the  risk  associated 
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with  the  fact  that  the  Pier  70  area  isn't  an  established  place  for  the  types  of 
commercial  office  uses  that  we're  proposing.  We  think  that  it  can  become  a 
really  exciting  destination  for  those  kinds  of  users. 

When  the  market  is  going  to  be  right  for  that  transition  also  some  uncertainty 
associated  with  it.  There  are  the  extraordinary  infrastructure  costs  that  the 
waterfront  site  faces,  even  more  significant  than  the  Seawall  Lot  337/Pier  48 
project  that  the  commission  endorsed  earlier  this  spring.  It  has  to  do  in  part  with 
sea  level  rise.  We'll  show  you  a  map  later  on  but  the  whole  site  has  to  be  raised 
in  order  to  withstand  sea  level  rise  in  the  future.  The  project  team  needs  to  build 
a  second  wall  along  portions  of  the  shoreline  to  protect  against  potential  seismic 
incidents.  Also,  an  existing  site  condition  related  to  Pier  70's  shipbuilding  history, 
really  large  remaining  concrete  slipways  toward  the  center  of  the  site  presents 
some  pretty  significant  structural  challenges  and  additional  uncertainty.  Until  the 
developer  gets  into  the  ground  and  starts  building,  it's  hard  to  know  exactly  what 
is  going  to  be  there  and  what  kinds  of  extra  challenges  they'll  face.  As  a  result, 
we're  projecting  30  to  50  percent  higher  infrastructure  development  costs 
compared  with  Seawall  Lot  337. 

The  term  sheet  is  calling  for  up  to  3.5  million  square  feet  of  gross  leasable  area. 
That  includes  the  rehabilitation  of  the  historic  buildings.  It  includes  up  to  2.2 
million  square  feet  of  commercial  office  as  well  as  270,000  up  to  400,000  square 
feet  of  a  really  unique  retail  and  cultural  use  concept  that's  at  the  core  of  the 
project  being  proposed. 

Forest  City  is  calling  it  retail  innovation  in  arts.  It's  a  combination  of  conventional 
neighborhoods  serving  retail  and  services  as  well  as  the  types  of  small-scale, 
creative  manufacturing  maker  spaces  that  we  see  around  Dogpatch  and 
booming  throughout  the  city  as  well  as  incubation  spaces  and  arts  and  cultural 
uses. 

We'll  present  our  anticipated  phasing  earlier  on  but  the  idea  is  for  that  space  to 
start  going  in  early  in  the  project  and  creating  a  sense  of  place  and  activity, 
unique  character  that  adds  value  and  attracts  commercial  users.  People  are 
going  to  want  to  live  and  work  in  this  place.  We're  projecting  that  will  add  value 
and  drive  absorption. 

In  terms  of  residential,  the  term  sheet  is  calling  for  950  units,  primarily  rental 
units.  One  of  the  things  that  we're  going  to  be  exploring  throughout  the 
environmental  review  process  up  until  the  final  transaction  documents  is 
opportunities  to  respond  flexibly  to  changes  in  market  conditions,  which  could 
include  increasing  the  amount  of  residential  and  then  decreasing  the  amount  of 
commercial  space  accordingly  to  stay  within  that  3.5-million-gross-square-foot 
envelope. 

The  term  sheet  sets  maximum  parking  ratios  that  would  correspond  with  up  to 
2,500  parking  spaces  but  it  also  contemplates  how  we  can  reduce  the  total 
amount  of  parking  spaces  in  response  to  potential  future  transit  improvements 
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serving  Pier  70.  The  project  also  will  include  seven  to  eight  acres  of  open  space 
including  a  substantial  waterfront  park  that  connects  the  center  of  the  site  to  the 
Bay  waterfront.  Entitlement  costs  are  estimated  at  $21  million. 

Infrastructure  development  is  estimated  at  $155  million  plus  the  cost  of 
rehabilitating  the  three  historic  resources,  which  is  estimated  at  approximately 
$90  million.  The  Port  in  consideration  for  its  land  and  its  participation  in  the 
project  will  receive  a  number  of  benefits  from  the  project.  One  of  them  is  an 
increase  in  the  value  of  its  land  through  the  entitlement  process  that  Forest  City 
is  leading.  It's  more  valuable,  entitled,  usable  land  that  goes  into  the  project.  The 
Port  will  also  receive  participation  in  capital  events. 

When  property  at  the  waterfront  site  changes  hands  or  is  refinanced,  the  Port 
will  receive  a  share  of  those  revenues.  The  Port  will  receive  the  revenues  from  a 
portion  of  the  parking  onsite,  which  we'll  point  out  in  the  site  plan  later  on  and 
then  also  ongoing  revenue  participation  in  the  uses,  the  leases  taking  place  at 
the  waterfront  site. 

There's  an  additional  benefit,  which  is,  in  the  Port's  10-year  capital  plan,  the 
waterfront  site  alone  has  about  $45  million  in  capital  needs.  This  project  will 
resolve  those.  It'll  also  generate,  through  an  infrastructure  financing  district,  tax 
increment  that'll  fund  not  only  the  infrastructure  needs  at  the  waterfront  site  but 
in  other  portions  of  Pier  70  as  well. 

Something  else  that's  important  to  point  out  that  Brad  will  describe  in  more  detail 
is  how  we  structured  the  term  sheet  and  the  deal  so  that  both  the  Port  and 
Forest  City  benefit  when  we  have  happy  events  and  also  feel  the  consequences 
of  down  markets. 

This  is  the  land  use  summary.  The  4.5-acre  waterfront  site  is  the  green  area  that 
runs  north-south  and  then  extends  east-west  into  the  site  to  create  this  core 
that's  surrounded  by  residential  and  the  retail  innovation  and  arts  uses,  which 
include  the  three  historic  buildings. 

Along  the  northern  edge  and  the  southern  edge  of  the  site  are  where  the 
commercial  office  uses  are  concentrated.  To  the  north,  that  commercial  is  going 
to  serve  as  an  important  buffer  between  the  residential  uses,  toward  the  center 
of  the  site  and  the  ship  repair  facility  directly  to  the  north.  We  anticipate  a  similar 
function  as  the  future  program  for  the  NRG  site  to  the  south  is  still  to  be 
determined.  On  the  western  edge  of  the  site  are  the  three  gray  rectangles 
represent  a  district  parking  facility  that  could  consist  of  up  to  three  garages 
labeled  C1  A,  C1B  and  C2  that  will  provide  the  parking  for  the  commercial  uses 
at  the  site. 

What  that  really  allows  us  to  do  is  build  the  parking  as  efficiently  as  possible  and 
also  build  it  only  when  it's  absolutely  necessary.  These  infrastructure  costs  are 
based  on  a  lot  of  hard  work  that  Forest  City  has  done  and  are  also  in  the 
process  of  being  analyzed  by  Port  engineering  staff. 
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They're  wrapping  up  their  assessment.  We  will  provide  their  analysis  in  the  staff 
report  for  the  May  28th  action  item.  Then,  continue  to  analyze  and  refine  these 
costs  through  the  environmental  review  period  up  until  the  final  transaction 
documents. 

The  site  of  all  of  Pier  70  looking  forward  into  the  future  at  how  it  might  be 
inundated  as  sea  level  rises  underscores  the  need  to  make  a  significant 
investment  in  raising  the  elevation  of  the  entire  site. 

As  you  can  see,  we've  been  working  on  this  for  a  long  time  beginning  in  2007. 
We're  happy  to  be  nearing  the  home  stretch  over  the  next  two  to  three  years 
going  through  the  CEQA  process  and  final  entitlements  and  then  hoping  to  begin 
development  in  2016. 

One  thing  I  would  draw  your  attention  to  on  that  second  timeline  is  how  we  have 
the  project.  We're  envisioning  it  split  into  a  series  of  development  phases.  What 
that  enables  us  to  do  is  pair  infrastructure  development  with  the  building 
development  that  needs  it  and  will  benefit  from  that  development.  It  prevents  the 
project  from  having  to  spend  more  money  on  infrastructure  than  it  absolutely 
needs  to,  helping  the  Port's  economics  and  the  Port's  return  and  making  sure 
that  we're  responsible  with  the  resources  that  everyone  is  bringing  to  the  table. 

This  is  a  phasing  diagram.  The  project  phasing  is  something  that  we  would  like 
to  leave  with  some  flexibility,  again  to  be  able  to  respond  to  changing  market 
conditions  and  so  the  precise  timing  and  the  precise  contents  of  each  phase  are 
something  that  we'll  continue  to  refine. 

This  is  kind  of  how  we're  envisioning  the  build  out  of  the  site  starting  with  that 
historic  core  and  the  surrounding  retail  and  cultural  uses  and  moving  outward 
from  there  and  again  waiting  to  build  those  district  parking  structures  until  that 
capital  expenditure  is  absolutely  necessary. 

The  term  sheet  also  includes  discussion  of  zoning.  Right  now,  the  site  is  zoned 
M-2.  Our  plan  is  to  create  a  special  use  district  in  collaboration  with  the  planning 
department  that  incorporates  the  land  uses  that  we're  proposing.  That  would 
include  design  controls  and  occur  in  tandem  with  amendments  to  the  Waterfront 
Land  Use  Plan. 

In  terms  of  affordable  housing,  the  project  will  meet  city  inclusionary  housing 
requirements.  Forest  City  is  also  exploring  using  low-income  housing  tax  credits 
to  actually  exceed  the  city  requirements.  Rather  than  15  percent  affordable 
housing  --  inclusionary  housing,  they'd  like  to  maximize  the  opportunity  to  go  up 
to  20  percent  and,  by  using  the  low-income  housing  tax  credits,  could  do  so 
without  impacting  the  project  economics  or  the  Port's  land  value. 

We  are  also  working  with  SFMTA  to  participate  in  the  waterfront  transportation 
assessment.  That's  going  to  inform  the  transportation  demand  management 
plan  that  will  evolve  and  will  discuss  specific  transportation  interventions  to  make 
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sure  that  the  site  is  well  served  by  transit  and  that  its  users  take  advantage  of 
transit  opportunities. 

Part  of  that  includes  exploring  the  possibility  of  a  central  subway  turnaround  at 
20th  Street.  We  are  working  hard  on  the  fiscal  feasibility  report  for  the  project, 
wrapping  it  up.  We'll  share  our  findings  with  you  on  the  28th  and  in  the 
documents  and  staff  report  leading  up  to  the  28th. 

What  we're  finding  is  that  there  is  significant  economic  benefit  to  the  city  on  the 
same  scale  as  the  Mission  Rock  project.  In  terms  of  specific  job  creation,  the 
developer  is  committed  to  fostering  local  job  opportunities  thinking  about  how 
opportunities  would  mesh  with  the  unique  land  use  and  concept  program  that 
they're  creating. 

As  was  mentioned  earlier,  Forest  City  has  reached  agreement  with  the  trades 
and  with  community-based  organizations  on  local-hire  commitments  and  will 
have  a  project  labor  agreement. 

Brad  Benson  -  The  parties  to  the  term  sheet  are  the  Port  and  Forest  City 
Development  California.  The  site  is  the  28-acre  waterfront  site.  We  are  looking 
at  the  disposition  of  the  Illinois  and  20th  Street  parcel  as  a  financial  mechanism. 
It's  not  actually  included  in  the  site  description.      We're  looking  for  Forest  City 
to  create  a  new  mixed-use  neighborhood.  It's  quite  an  undertaking.  The 
transaction  documents  contemplate  a  disposition  and  development  agreement 
that  basically  describes  how  we  will  transfer  parcels  to  Forest  City,  its  affiliates 
or  third-party  developers. 

There  will  be  a  form  of  ground  lease  that  will  be  used  for  each  of  those 
development  leases.  The  special  use  districts  will  be  accompanied  by  a 
development  agreement  that  will  be  a  statutory  agreement  under  the  city's 
administrative  code.  One  of  the  functions  of  that  is  to  lock  in  the  exactions  that 
will  be  required  to  fund  different  public  benefits  at  a  fixed  point  in  time.  Finally, 
there  will  be  a  public  trust  exchange  agreement  pursuant  to  AB  418. 

This  is  the  site  map,  the  area  that  Emily  has  previously  described  in  the 
southeast  corner  of  the  waterfront  site.  Emily  talked  a  little  bit  about  phasing. 
Each  phase  will  include  development  parcels  and  necessary  streets 
infrastructure  and  open  space. 

Public  benefits  are  going  to  be  distributed  evenly  across  the  phases  so  that  the 
project  can  afford  to  deliver  those  public  benefits.  The  DDA  will  set  forth  a 
schedule  for  delivering  that  horizontal  infrastructure  and  public  benefits  by 
phase,  which  could  be  subject  to  delay  if  there's  a  force  majeure  event,  some 
natural  disaster  or  something  on  that  order  or  if  there's  a  very  bad  real  estate 
market,  as  we  had  in  2007. 


There's  a  point  in  time  where  both  Forest  City  and  the  Port  need  to  take  stock  of 
a  bad  situation  and  not  spend  money  unwisely.  Even  despite  this  state 
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legislation,  it's  not  through  it's  statutory,  regulatory  and  plan  amendments.  BCDC 
and  State  Lands  have  to  weigh  in  in  different  respects. 

Emily  talked  about  the  special  use  district  for  the  waterfront  site.  That  special 
use  district  would  include  the  20th  and  Illinois  Street  parcel  and  also  a  parcel  just 
to  the  south  of  that  called  the  Hoe  Down  Yard.  That's  a  PG&E-owned  property 
today.  The  Port,  through  a  different  project,  is  negotiating  on  behalf  of  the  city  to 
acquire  that  parcel.  Soil  recycling  is  happening  there  today.  There  needs  to  be  a 
change  in  use  because  that  will  be  a  major  entryway  to  Pier  70. 

The  master  developer  is  going  to  invest  developer  capital  in  infrastructure  and 
streets  and  open  space.  They'll  receive  a  cumulative  annual  return  of  18  percent 
on  that.  We  think  that  that  compares  favorably  to  what  we're  seeing  in  the 
marketplace  for  this  kind  of  equity  investment. 

I  talked  about  the  Illinois  and  20th  Street  parcel.  The  term  sheet  actually 
contemplates  that  the  Port  would  dispose  of  this  right  after  project  entitlement 
either  by  a  lease  or  sale  to  generate  early  proceeds  in  the  parcel.  And  the 
benefit  of  this  parcel  is  it's  right  along  Illinois  Street.  So  it  can  connect  to  the 
existing  infrastructure. 

It's  a  way  that  we  can  early  pay  for  the  entitlement  costs  and  avoid  development 
return  accruing  unnecessarily.  These  are  the  Illinois  Street  parcels.  You  can  see 
that  they  stretch  up  as  far  north  as  Mariposa  Street  and  18th  Street  right  near 
the  Crane  Cove  Park  project  that  David  is  working  on. 

There  are  a  few  parcels  that  are  behind  the  20th  Street  historic  buildings.  Then, 
the  20th  and  Illinois  Street  and  the  Hoe  Down  Yard  parcels  at  the  southern 
edge.  Forest  City  is  going  to  be  helping  the  Port  analyze  the  development  of 
these  parcels  through  CEQA  and  some  of  the  parcels  through  the  SUD. 

The  Port  is  going  to  receive  a  variety  of  one-time  and  ongoing  revenues  from 
this  project  if  it's  endorsed  by  the  Port  Commission  and  ultimately  approved.  The 
essential  structure  is  that  Forest  City  needs  to  make  an  18  percent  return  on  the 
capital  that  it  invests.  After  that,  we  would  split  the  remaining  revenues 
generated  by  the  project,  45  percent  to  Forest  City  and  55  percent  to  the  Port. 
We  believe  that  split  compares  favorably  to  what  we're  seeing  in  other  major 
horizontal  deals.  55  percent  of  pre-paid  ground  rent  or  land  sales  above  what  is 
required  to  pay  developer  return  would  come  to  the  Port.  Those  are  capital 
events.  That  would  be  chunks  of  revenue  to  the  Port.  We're  also  looking  to  a 
point  probably  in  phase  four  of  the  project  where  the  developer  has  reached  an 
18  percent  return  for  the  whole  project. 

After  that  point  in  time,  the  remaining  leases  would  be  annual  ground  rent  leases 
where  the  Port  would  get  55  percent  of  the  ground  rent.  All  of  the  development 
parcels  are  going  to  be  appraised.  The  fair  market  value  is  going  to  be 
established  through  that  appraisal  process. 
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There's  also  a  Port-participation  component  that  we  have  not  had  in  our  other 
deals.  In  addition  to  the  fair  market  value  that  I  just  described,  in  year  30,  each 
of  the  development  leases  would  start  paying  the  Port  1 .5  percent  of  the 
modified  gross  revenues  generated  by  the  project.  That  would  exclude  a  few 
parcels.  Condominiums  would  have  been  sold  off.  The  historic  buildings  and 
some  of  the  placemaking  uses  as  well  as  district  parking  are  not  subject  to  that 
but  the  vast  majority  of  parcels  are. 

That  amount  of  gross  participation  goes  up  to  2.5  percent  in  year  60.  Emily 
mentioned  that,  any  time  there's  a  refinancing  --  the  developer  is  essentially 
taking  capital  out  of  their  lease  --  the  Port  would  get  1 .5  percent  of  those  net 
proceeds  of  the  refinancing. 

If  there  are  sales  of  ground  leases  or  fee  parcels,  we  would  get  1 .5  percent  of 
those  proceeds  and  a  1 .5  percent  transfer  fee  on  each  condominium  sale  over 
time.  Finally,  and  this  is  a  very  significant  portion  of  the  early  revenue  of  the 
project,  we  have  a  lot  of  tax  increment  generated  by  this  development. 

We  have  a  lot  of  capital  needs  that  are  not  just  in  the  waterfront  site.  The  Port 
would  get  9  percent  of  the  overall  tax  increments  to  invest  in  things  like  Crane 
Cove  Park  or  historic  buildings  that  are  in  the  BAE  shipyard  lease.  The  master 
developer  would  build  the  horizontal  improvements  that  we've  described.  We're 
looking  at  a  variety  of  sources  of  funding  to  repay  developer  equity  or  even 
replace  developer  equity. 

Those  public-financing  mechanisms  include  those  that  you've  seen  in  the 
Seawall  Lot  337  context.  We  have  community  facilities  district.  That's  basically 
where  there's  a  special  tax  that  is  levied  on  the  parcels  above  the  base  property 
tax  or  in  advance  of  the  base  property  tax.  You  can  issue  bonds  against  those 
special  taxes.  Infrastructure  financing  district  proceeds  and  that's  basically  the 
growth  in  property  tax  or  possessory-interest  tax  created  by  the  private 
investment  and  the  property. 

The  Port  would  form  an  IFD  district  that  may  include  sub-areas  through  the 
waterfront  site.  We're  trying  to  maximize  the  amount  of  IFD  proceeds  that  can 
repay  these  publicly  owned  pieces  of  infrastructure  and  parks  so  that  we  don't 
have  to  rely  as  much  on  Port  land  value  to  make  those  payments.  We'd  issue 
bonds.  We'd  also  collect  those  proceeds  on  a  pay-go  basis.  Finally,  we  would, 
with  the  developer,  form  maintenance  districts  so  that  after  having  built  all  this 
public  infrastructure,  we  can  maintain  it  appropriately. 

Emily  talked  about  the  seven  or  so  acres  of  open  space.  The  parks  would  be 
Port  owned.  The  developer  would  program  and  manage  those  parks  subject  to 
Port  approval  and  BCDC  approval  where  it's  required  with  maintenance  funded 
by  CFD  special  taxes. 


We're  still  in  the  process  of  thinking  about  how  to  best  finance  the  district 
parking  facilities,  those  three  district  parking  facilities  that  Emily  mentioned.  We 
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have  a  preferred  option,  which  would  be  to  use  public  financing  sources,  the 
operating  income  from  the  garage,  the  parking  fees  that  people  would  pay. 

The  Port  would  own  and  manage  the  facilities.  There  might  also  be  a  special  tax 
on  the  office  buildings  that  would  have  dedicated  spaces  in  those  garages. 
We're  keeping  options  open  for  you  to  consider  as  the  process  unfolds. 

We  are  also  looking  at  a  potential  developer  equity  contribution  to  the  garages 
with  some  return  on  that  equity  repaid  by  Port  project  proceeds.  This  gives  you  a 
sense  of  some  of  the  open  spaces  that  Forest  City  is  looking  at.  They've  been 
very  creative  about  how  they're  designing  different  rooms  and  different 
experiences  for  people  who  are  going  to  use  the  waterfront  site.  The  market 
square  is  nestled  in  the  historic  buildings. 

There's  this  long  commons  area  between  the  placemaking  uses  and  some  of  the 
ground-floor  retail  around  the  park.  Slipways  Park  in  the  southeast  corner  of  the 
site  and  the  point  area  leading  up  towards  the  ship  repair  yard. 

On  top  of  the  district  parking  facilities,  there  is  a  planned  public  open  space  that 
may  include  recreational  space  that  would  be  open  to  the  public.  The  master 
developer  would  have  options  rights  to  each  of  the  development  parcels. 

We  would  go  through  this  appraisal  process  to  establish  a  fair  market  value  at 
the  moment  in  time  when  the  developer  is  taking  down  the  lease  so  that  we're 
sure  that  the  value  that  project  and  the  Port  is  getting  is  a  real  fair  market  value. 
We  would  only  propose  to  you  to  sell  those  parcels  needed  for  residential 
condominiums.  All  other  development  parcels  would  be  under  long-term,  99- 
year  ground  leases.  We'd  have  a  different  structure  for  the  historic  buildings,  the 
placemaking  parcels  and  the  district  parking  structures. 

Those  financial  structures  would  be  further  defined  in  the  DDA.  There's  a 
possibility  the  master  developer  chooses  not  to  take  one  of  the  development 
leases.  We've  gone  through  a  fair  market  value  appraisal  process.  If  they 
choose,  for  some  reason,  not  to  develop  one  of  those  parcels,  we  would  go  to  a 
public  offering  process  where  we  would  actually  hold  an  auction.  We  would  use 
that  fair  market  value  established  by  appraisal  as  a  floor,  a  minimum  bid  price  for 
that  public  offering.  That  way,  we're  sure  that,  if  Forest  City  is  not  ready  to 
develop,  we  can  go  to  the  private  market  and  bring  those  resources  to  the  site. 

Buildings  12  and  21  will  be  conveyed  under  99-year  ground  leases,  probably  not 
through  this  appraisal  process.  We  think  that  these  buildings  are  not  going  to 
generate  enough  revenue  to  yield  a  positive  value  to  them,  that  there's  probably 
some  need  for  infrastructure  financing  district  proceeds  to  help  with  the 
rehabilitation  of  these  buildings. 

Forest  City  would  likely  get  historic  tax  credits  as  one  source  to  help  pay  for  the 
rehab.  We  need  to  work  on  how  to  make  these  buildings  financially  feasible. 
They  would  be  under  99-year  leases.  The  thought  with  the  placemaking  parcels, 
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E1A  and  E1B  right  next  to  the  park,  on  the  north  side  of  the  commons,  is  that 
they're  not  going  to  generate  enough  cash  to  pay  for  themselves.  We  would 
convey  the  land  on  which  the  master  developer  would  build  those  buildings  for 
no  rent.  The  Port  would  not  be  responsible  for  subsidizing  the  buildings.  We 
might  look  at  CFD  or  IFD  as  a  source  to  help  make  those  buildings  financially 
feasible. 

We're  going  to  need  to  keep  some  flexibility  in  mind  with  these  parcels.  If  for 
some  reason  the  placemaking  uses  don't  work,  we  need  to  have  some  backup 
flexible  zoning  for  those  sites.  These  are  the  areas  that  we're  talking  about  for 
placemaking  and  historic  rehab  in  the  Land  Use  Plan. 

We're  going  to  come  back  to  the  Commission  on  May  28,  2013  with  a  much 
more  detailed  financial  analysis  of  the  terms.  Today's  purpose  is  to  explain  the 
terms  and  to  get  initial  public  comment.  On  a  preliminary  basis,  the  great  thing 
about  this  plan  is  the  Port  doesn't  have  the  resources  to  fund  all  of  these 
infrastructure  and  these  public  improvements.  Our  development  partner  is  able 
to  bring  developer  equity  and  to  pay  for  these  improvements  to  make  this  site 
developable.  On  a  reimbursement  basis,  they  get  their  costs  back  plus  an  18- 
percent  return.  We're  looking  at  sharing  revenues  beyond  that.  We  have  some 
distinct  funding  sources.  We've  got  pre-paid  ground  leases  that  we're  looking  at 
early  in  the  project  changing  to  annual  ground  leases  late  in  the  project,  CFD 
special  taxes  and  then  IFD  as  the  major  sources  to  pay  for  improvements. 
We've  got  diversified  Port  revenues.  We're  looking  at  participation  in  a  number 
of  forms.  The  main  source  is  the  55  percent  Port  share  after  the  developer  gets 
the  18  percent  return.  We've  got  these  modified  gross  receipts  participation 
components  happening  in  the  out  years  of  the  project  and  the  9  percent  of  IFD 
proceeds.  We're  also,  if  the  Port  owns  the  district  parking  structures,  looking  at 
significant  parking  revenues  in  the  out  years  of  those  facilities. 

Emily  mentioned  the  reduced  capital  liabilities.  Overall,  Pier  70  represents  a  big 
chunk  of  the  Port's  10-year  capital  plan  liability  and  will  be  solving  for  the 
waterfront  site  liabilities  and  contributing  to  address  other  Pier  70  needs.  The 
structured  Port  participation  helps  to  make  this  project  feasible. 

Emily  talked  about  some  of  these  market  risks  and  absorption  risks  with  Pier  70. 
By  not  having  upfront  base  rent  in  the  way  that  we  normally  structure  these 
deals,  we're  helping  to  ensure  that  this  project  can  actually  happen.  We're  being 
patient  to  participate  in  the  upside.  We  believe  that  these  deal  terms  compare 
favorably  to  the  other  major  developments  that  the  city  has  done  at  Treasure 
Island,  the  shipyard,  etc. 

We  have  a  66-year  lease  limit  in  the  Burton  Act  but  we  are  doing  a  trust  swap  at 
Pier  70.  After  lands  come  out  of  the  trust,  they're  no  longer  subject  to  the  Burton 
Act  so  we  are  able  to  sell  the  few  parcels  that  will  be  used  for  condominium  use, 
subject  to  your  approval,  or  lease  for  up  to  99  years.  We're  not  creating  a 
precedent  for  other  Port  property.  By  being  able  to  lease  on  a  99-year  basis,  it 
starts  to  look  like  fee  land.  The  market  values  of  those  leases  are  better  than 
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shorter-term  leases.  We  believe  that  longer-term  structure  is  justified  by  the 
ongoing  modified  growth  participation  that  we've  structured  into  the  deal. 

On  behalf  of  both  Port  and  city  staff,  we're  excited  about  Forest  City's  vision  for 
the  site.  They've  done  some  great  moves  in  terms  of  the  park  space  and  how  it 
connects  to  the  waterfront.  They're  going  to  have  a  very  active  ground-floor  set 
of  uses  around  the  park.  They've  got  a  great  vision  for  how  to  build  new 
buildings  in  and  amongst  these  historic  buildings,  sort  of  retaining  the  character 
the  master  plan  calls  for.  They're  thinking  about  ways  of  designing  urban  open 
space  in  a  way  that  we  don't  have  along  the  waterfront.  That  reflects  a  neat 
connection  to  the  historic  buildings.  It's  been  great  to  see  how  Forest  City  has 
embraced  the  ship  repair  activity  that's  happening  at  the  site  and  how  that's  a 
key  goal  for  the  development  of  the  site. 

Port  staff  will  seek  Commission's  approval  of  the  term  sheet  on  May  28,  2013. 
We're  hoping  to  get  to  the  Board  of  Supervisors  for  a  June  consideration  of  the 
term  sheet.  This  entitlement  phase  which  includes  CEQA,  rezoning  and  the 
public  trust  swap,  could  last  up  to  three  years.  If  we're  successful,  we  would  be 
back  to  the  Commission  for  your  consideration  of  the  transaction  documents. 

Kim  Austin  -  I'm  here  today  to  speak  on  behalf  of  the  Noonan  Building  Artists. 
First,  I  would  like  to  express  our  group's  support  for  the  preservation  project  at 
Pier  70.  We  have  been  an  active  community  resource  here  for  many  decades 
and  believe  the  work  you  are  doing  is  an  important  and  necessary  project  that 
will  both  save  the  existing  buildings  on  the  historic  site  and  will  revive  this  area  in 
ways  that  are  yet  to  be  seen.  We  are  excited  to  be  part  of  the  evolution, 
restoration,  innovation  and  rebirth  at  Pier  70.  We  look  forward  to  continuing  the 
rich  history  of  art  house  community  that  the  Noonan  Building  has  served  for  over 
40  years. 

We  do,  however,  object  to  the  proposed  demolition  of  Building  Number  1 1  as 
stated  in  the  Pier  70  master  plan.  We  understand  that  the  Noonan  Building  is 
slated  for  demolition  for  two  reasons.  Number  one,  even  though  the  Noonan 
Building  was  built  within  the  period  of  historic  significance  in  1941,  it  has  not 
been  classified  as  a  historically  significant  building  within  the  Pier  70  master 
plan. 

Building  Number  1 1  is  considered  a  context  resource  or  a  contributing  building. 
The  building  is  considered  beyond  repair.  The  infrastructure  is  said  to  be 
compromised.  It  has  been  claimed  that  it  is  too  expensive  to  be  included  in  the 
Forest  City  Waterfront  Preservation  Project.  We  question  the  validity  of  these 
two  arguments.  We  could  elaborate  from  various  perspectives  but  today,  we 
would  simply  like  to  point  out  and  reflect  upon  two  reports  that  are  available  to 
the  public  on  the  San  Francisco  Port  website. 

First,  we  cite  the  request  for  historic  district  status,  prepared  by  Carey  and 
Company.  In  this  268-page  report,  the  history  of  Pier  70  is  meticulously  outlined. 
This  report  states  that  the  Noonan  Building  maintains  a  high  degree  of  integrity 
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for  location,  feeling,  association,  design  and  workmanship.  It  does  not  cite  any 
serious  damage  or  alteration  to  the  building.  However,  in  the  Pier  70  historic 
building  survey  also  conducted  by  Carey  and  Company  in  2008,  the  Noonan 
Building  is  not  included.  There  is  no  documentation  of  the  building  at  all  in  this 
extensive  survey  of  the  historic  Pier  70  structures.  It  was  simply  overlooked  or, 
worse  yet,  excluded. 

It  is  troubling  that  there  appears  to  be  no  conclusive  examination  of  the  Noonan 
Building  while  other  contributing  buildings  are  thoroughly  documented  in  both  of 
these  reports  regardless  of  their  physical  condition  or  historic  status.  We  feel 
that  the  demolition  of  the  Noonan  Building  would  be  a  terrible  and  irreversible 
mistake  and  will  seriously  blemish  the  integrity  of  the  preservation  project. 

The  loss  of  the  Noonan  Building  and  the  artist  community  it  supports  would 
touch  many  in  the  surrounding  Dogpatch  and  Potrero  Hill  neighborhoods  as  well 
as  hundreds  of  visitors  who  come  to  the  site  each  year.  As  one  of  the  few 
remaining  art  houses  in  San  Francisco  and  an  active  participant  in  the  citywide 
open-studio  program,  it  is  hard  to  determine  the  impact  the  destruction  of  this 
building  would  have  on  the  community. 

In  conclusion,  we  object  to  approving  any  plans  that  propose  the  demolition  of 
Building  Number  1 1  without  research,  justification  or  clarification  of  the  living 
resource  that  it  is. 

We  are  deeply  concerned  that  the  unique  and  historic  qualities  that  are  found 
only  in  the  Noonan  Building  would  be  lost  simply  because  the  structure  was 
overlooked  and  not  surveyed.  We  thank  you  for  your  time,  the  Noonan  Building 
Artists. 

Adele  Shaw  -  I'm  here  to  describe  the  vibrant  and  creative  community  currently 
alive  and  thriving  in  the  Noonan  Building  on  Pier  70  and  to  ask  the 
commissioners  to  be  sure  we're  included  in  the  development.  We're  a  large 
group  of  professional  artists.  The  spectrum  of  what  we  do  ranges  greatly.  We 
are  painters,  filmmakers,  photographers,  printmakers,  writers,  architects, 
sculptors,  fashion  designers,  journalists,  computer  consultants,  graphic 
designers,  sign  painters  and  inventors.  We're  plugged  into  innovative 
technology.  We're  well  connected  with  contemporary  culture.  We  feel  really 
strongly  about  fostering  a  community  in  a  creative  workspace.  The  one  we  are  in 
started  over  40  years  ago  when  Frank  Lobdell  worked  in  the  Noonan  Building. 
Perhaps  you've  heard  of  him.  His  work  brought  attention  to  what  a  group  of 
painters  were  doing  in  the  mid  1960s  and  1970s.  They  went  on  to  become 
known  as  the  Bay  Area  Figure  Painters.  Their  contributions  have  influenced  art 
history  on  an  international  level.  They  also  brought  a  lot  of  unique  brilliance  to 
the  fabric  of  our  city.  Times  are  different  but  the  spirit  is  the  same.  Today,  we're 
hardworking  and  calculated.  We're  educated,  committed,  talented  and 
professional.  We  have  dreams,  ideas  and  integrity.  We  strive  to  contribute  value 
and  brilliance  to  the  fabulous  city  that  we  all  love.  We're  a  lot  like  you.  What  we 
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do  today  in  the  Noonan  Building  resembles  what  Forest  City  is  currently 
proposing  within  their  creative  mixed-use  model. 

We  work.  We  make.  We  pay  rent.  We  uphold  an  integral  part  of  San  Francisco's 
multi-cultural  fabric.  We  bring  hundreds  of  people  to  Pier  70  each  year  to  our 
events,  both  public  and  private.  A  mixed-media  hub  already  exists  in  the  Noonan 
Building,  and  it's  working.  It's  thriving. 

We've  created  a  social  environment  that  cultivates  what  Forest  City  calls 
intangibles.  In  the  Noonan  Building,  you  can  see  firsthand  how  it  works,  why  it 
works  and  how  it's  unique  to  that  place.  We've  made  it  tangible. 

We,  the  Noonan  Building  Artists,  have  some  objections  to  the  Forest  City 
research  project.  One  primary  concern  is  that  we  haven't  been  included.  The 
creative  working  force  in  the  Noonan  Building,  an  important  stakeholder,  hasn't 
been  included. 

Forest  City  has  interviewed  hundreds  of  people  but  they  haven't  interviewed  all 
of  us.  They  haven't  included  us  either.  We  would  like  to  be  interviewed.  We'd  like 
to  be  included.  We've  been  trying  to  say  so  for  over  two  years. 

It's  probably  been  a  surprise  that  we're  here  to  object  to  the  proposed  Pier  70 
master  plan  as  designed  thus  far.  We  object  to  it  individually  and  collectively 
because  we  haven't  been  included.  We  ask  that  you  deny  Forest  City  and  the 
proposed  term  sheet  endorsement  until  they  include  us  in  a  meaningful  way, 
better  yet,  until  we  finalize  and  submit  our  proposal. 

Our  proposal  is  underway.  It  focuses  on  a  program  that  will  contribute  to  the 
success  of  the  proposed  historic  central  waterfront,  mixed-use  commercial 
corridor  and  include  the  current  community.  Our  proposal  is  in  concert  with  the 
Port's  five-year  financial  plan  as  posted  on  your  website.  It  shows  that  we  like 
the  private-public  idea. 

Our  proposal  coexists  with  some  of  the  developer's  plans.  In  conclusion,  we'd 
like  to  see  Pier  70  evolve  into  something  that  we  can  be  proud  of  and  we  can  be 
part  of.  We  want  to  coexist  with  change.  We  want  to  maintain  affordable  studio 
space.  We  would  like  this  important  development  to  include  us  instead  of 
erasing  us. 

Corinne  Woods  -  I'm  wearing  my  Central  Waterfront  Advisory  Committee  hat.  I 
just  want  to  let  you  know  we're  having  a  CWAG  meeting  tomorrow  evening  at 
Pier  1  starting  at  5:30.  We  will  be  talking  about  Pier  70  and  this  proposal  and  get 
in  probably  more  detail  than  we  could  tonight.  We  will  also  be  talking  about  the 
Port's  new  infrastructure  finance  district  legislation.  I  would  encourage  you  to 
hear  what  the  community  has  to  say  about  these. 
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Commissioner  Brandon  -  I  would  like  to  say  thank  you  very  much  for  the 
presentation.  It  was  great.  I  look  forward  to  when  you  come  back  in  two  weeks 
with  the  financial  pro  forma  and  other  information. 

Commissioner  Adams  -  The  sister  from  the  community  asked  a  question  about 
why  they  had  been  excluded.  Was  there  a  reason  why  they  had  been  excluded? 

Brad  Benson  - 1  think  the  question  was,  were  the  Noonan  tenants  excluded  from 
the  process?  I  know  that  during  the  master  plan  period  the  Noonan  artists  were 
invited  to  all  of  the  public  workshops  that  Port  staff  held.  We  had  individual  visits 
by  Port  staff  to  visit  with  the  Noonan  tenants  and  talk  about  the  master  plan  and 
the  decision  to  demolish  the  building  in  order  to  make  way  for  new  development. 
We  can  address  that  in  further  detail  when  we  come  back  on  May  28. 
Essentially,  it  was  an  issue  about  trying  to  create  enough  development  locations 
in  order  to  generate  sufficient  funds  to  pay  for  the  master  plan  including 
rehabilitation  of  the  entire  district  at  Pier  70.  There  was  some  careful  balancing 
about  the  context,  resources  versus  the  contributing  resources  to  the  proposed 
historic  district. 

Jack  Sylvan  -  First  of  all,  we,  at  Forest  City,  appreciate  the  anxiety  and  the 
uncertainty  that  the  folks  who  have  been  in  the  Noonan  Building  for  a  long  time 
are  experiencing.  We  have  done  our  best  to  be  extremely  comprehensive  in  our 
outreach.  We  have  not  been  perfect.  One  of  the  places  we  haven't  been  perfect 
is  with  the  Noonan  artists.  I  don't  think  it's  fair  to  say  that  we  haven't  included 
them  because  we  actually  did  have  a  meeting  that  several  of  them  participated 
in.  We  invited  everybody  to  come  to  the  space  that  we  have  created  at  5M  to 
start  a  conversation.  We're  envisioning  considerable  space  available  for  cultural 
uses,  arts,  maker  users,  the  eclectic,  creative  community  that  they  have  in  the 
Noonan  Building.  We're  committed  to  working  with  them  in  a  way  that  they  can 
be  part  of  that  next  generation.  We  don't  believe  that  the  right  way  to  do  that  is 
by  retaining  the  Noonan  Building  but  we  are  committed  to  doing  something  that 
they  can  be  a  part  of.  That  is  a  conversation  that  is  going  to  be  ongoing.  One  of 
the  challenges  that  we  face  is  that  we're  talking  about  space  that  will  exist  in  the 
third  or  fourth  phase  of  the  project,  which  is  10  years  from  now,  15  years  from 
now  and  we're  trying  to  figure  this  out.  How  do  we  have  a  meaningful  dialogue 
about  what  that  space  would  look  like  that  could  accommodate  the  Noonan 
artists  and  other  folks  from  the  creative  community  in  something  that  is 
successful  and  productive  that  they  can  flourish  in  as  well. 

We  will  continue  to  try  and  do  our  best.  We  hope  that  the  folks  from  the  Noonan 
Building  will  give  us  the  opportunity  to  show  that  we  mean  what  we  say  and  to 
try  and  find  a  way  to  make  what  ultimately  happens  quite  a  few  years  down  the 
road  be  something  that  they  can  integrate  into. 

Commissioner  Murphy  - 1  have  a  lot  of  questions  but  I'll  wait  until  next 
commission  meeting.  I  did  have  a  tour  of  the  pier  a  few  weeks  back.  I'm  slowly 
formulating  a  picture  of  the  whole  plan  in  my  head.  I'm  still  not  convinced  that  we 
have  the  best  deal  here  for  the  Port  and  for  the  city  of  San  Francisco.  Somebody 
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is  going  to  have  to  convince  me  otherwise.  I'm  a  little  worried  that  the  Port  is  not 
going  to  get  paid  back  fast  enough.  I've  been  a  developer  all  my  life.  I  know 
there's  a  lot  of  money  to  be  made  in  these  projects.  I'd  like  to  see  the  Port  get  a 
little  more  money  on  it  and  sooner.  There's  some  talk  about  condominiums 
there,  building  these  condominiums  and  selling  them  and  paying  back  the  Port 
for  infrastructure  and  other  piers  that  we  have  that  are  deteriorating  and  falling 
into  the  Bay.  That's  kind  of  where  I'm  coming  from.  I  don't  know  enough  about  it 
yet.  I  don't  want  to  go  too  far.  I'm  slowly  learning  here  and  slowly  getting  the  full 
picture. 

Commissioner  Katz  - 1  also  appreciate  the  presentation  and,  like  my  colleagues, 
will  have  a  number  of  questions  as  more  of  the  details  are  presented  on  May  28, 
2013.  I  appreciate  the  presentation.  I  appreciate  all  the  work  that's  gone  into 
this.  This  is  not  an  easy  project.  As  I've  said  many  times,  I  think  this  really  is  one 
of  the  most  significant  projects  to  be  facing  the  City  of  San  Francisco  currently.  I 
don't  think  there's  anything  else  coming  down  the  pike  that's  quite  this  size  and 
magnitude  at  this  point.  Others  are  a  little  bit  further  along.  This  is  going  to  be 
changing  in  a  positive  way  sort  of  the  face  of  the  waterfront  down  in  that  area.  I 
appreciate  the  focus  on  trying  to  extend  the  community  feel  of  the  Dogpatch 
area  and  make  sure  that  this  project  isn't  a  sterile  one  but  incorporates  much  of 
what's  unique  in  San  Francisco  but  also  making  this  a  space  that  is  accessible 
to  so  many  more  people.  I  look  forward  to  working  on  something  that  I  think  all 
San  Francisco  will  enjoy  and  be  proud  of. 

Commissioner  Woo  Ho  -  We  want  to  see  some  of  the  more  detailed  numbers. 
That's  when  we're  going  to  get  into  that  discussion.  I  don't  think  that's  something 
that  you  are  able  to  provide  today  so  we  will  continue  that. 

Commissioner  Leslie  Katz  left  at  7:15  p.m. 

1 1 .   FINANCE  AND  ADMINISTRATION 

A.    Request  approval  of  (1)  the  financial  plan  to  issue  2013  Port  Revenue  Bonds  in 
an  amount  not  to  exceed  $25.3  million  for  Phase  II  of  the  James  R.  Herman 
Cruise  Terminal  Project  and  Northern  Waterfront  Historic  Pier  Structures  Repair 
Project;  (2)  reallocation  of  $7.3  million  of  2010  Port  Revenue  Bonds  Series  9A 
and  9B,  $1 .8  million  of  Series  12B  2013  Certificates  of  Participation,  and  $0.5 
million  of  Port  Capital  Funds  to  the  James  R.  Herman  Cruise  Terminal  project 
and  the  Northern  Waterfront  Historic  Pier  Structures  Repair  Project;  and  (3) 
recommendation  to  the  Board  of  Supervisors  for  an  appropriation  ordinance  that 
allocates  2013  Port  Revenue  Bond  proceeds  and  reallocates  2010  Port 
Revenue  Bonds,  2013  COPs  and  capital  funds  to  said  projects.  (Resolution  No. 
13-19) 

Elaine  Forbes,  Deputy  Director  Finance  and  Administration  -  I'm  joined  this 
evening  by  Megan  Wallace,  our  budget  manager,  and  Lawrence  Brown,  our 
fiscal  officer. 
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The  purpose  of  this  item  is  for  the  Port  Commission  to  approve  a  plan  of  finance 
for  phase  two  of  the  cruise  ship  terminal  and  also  for  the  a  northern  historic  pier 
repair  project  and  to  recommend  to  the  Board  of  Supervisors  reallocation  of 
funds  for  that  plan  of  finance  and  for  Port  revenue  bonds  in  2013  in  an  amount 
not  to  exceed  $25.3  million. 

The  finance  staff  will  come  back  to  the  Port  Commission  in  the  fall  so  that  you 
can  see  the  transaction  associated  with  those  revenue  bonds  and  review  the 
financial  structure  and  also  with  details  of  the  specific  projects  in  the  pier  repair 
fund  in  the  Northern  Waterfront  Historic  Pier  Project.  The  reason  that  we're 
requesting  this  approval  now  to  go  to  the  Board  of  Supervisors  for  the 
appropriation  of  funds  is  so  we  can  access  the  city's  commercial  paper  program, 
which  we  need  to  encumber  the  contracts  for  phase  II  of  the  cruise  ship  terminal 
project.  It's  detailed  in  your  report.  The  revenue  bond  program  was  reinitiated  in 
2010  with  new  money  of  $36.65  million.  When  we  won  successfully  the  bid  to 
host  the  America's  Cup,  there  were  several  capital  projects  that  were  associated 
with  that  successful  bid. 

The  city  issued  COPs  or  were  utilizing  commercial  paper.  The  city  will  sell  COPs 
on  our  behalf  for  those  projects  in  the  amount  of  $38.46  million.  We  have  a  total 
of  $75.1 1  million  of  outstanding  bond  obligations.  This  program  allowed  us  to 
produce  a  series  of  improvements  across  the  waterfront  including  phase  one  of 
the  cruise  ship  terminal,  improvements  at  Piers  19,  23,  29,  30/32  and  80. 

You  have  been  seeing  the  benefits  of  these  projects.  Now  that  we've  completed 
the  America's  Cup,  we're  going  back,  initiating  our  second  round  of  revenue 
bonds  for  phase  two  of  the  cruise  ship  terminal. 

This  is  what  we  initially  envisioned  in  2010  when  we  started  the  program.  Before 
we  are  recommending  to  do  new  money  and  revenue  bonds,  we  look  to  find  all 
available  sources  first  for  phase  two  of  the  cruise  ship  terminal.  We  found 
several  sources.  These  sources  are  from  interest  earnings,  project  savings 
primarily  because  our  Port  maintenance  division  performed  the  work  and  project 
deferrals.  This  is  detailed  in  your  report. 

We  have  $9,457  million  that  we  can  reallocate  for  this  plan  of  finance.  Here  are 
the  sources  and  uses  of  the  project.  Total  project  sources  of  $34.7  million,  the 
first  source  being  the  2013  Port  revenue  bonds,  again  in  an  amount  not  to 
exceed  $25.3  million;  re-appropriation  of  2010  Port  revenue  bonds,  $7.3  million; 
reallocation  of  2013  COPs,  $1 .7  million;  and  available  Port  capital  funds  of 
$473,000.  Those  sources  of  $34.7  million  tie  to  our  uses.  It's  $24  million  for  the 
cruise  ship  terminal  phase  two,  Northern  Waterfront  Historic  Piers  Project 
receiving  $7.1  million.  There  are  city  services  auditor  contribution,  which  is  a 
requirement,  debt  issuance  costs.  An  authorization  reserve  pending  sale  of  a 
million,  which  we  likely  will  not  use  but  is  a  cautionary  reserve  pending  changes 
in  market  conditions. 
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For  an  update  in  the  cruise  ship  terminal  budget,  this  budget  increased  $1 
million  since  the  Port  Commission  last  reviewed  the  budget  from  $11 0.96  to 
$1 1 1 .97  million  primarily  because  of  the  inflation  in  the  construction  climate. 

Commissioner  Woo  Ho  -  How  much  was  actually  spent  on  phase  one? 

Elaine  Forbes  -  Phase  one  was  budgeted  at  $67.37  million  but  they  have  spent 
a  million  dollars  less,  $66.3  million.  It  was  a  million  less  than  appropriated. 

Commissioner  Woo  Ho  -  That's  just  what  we  considered  for  the  cruise  ship. 
Anything  that  was  done  for  America's  Cup  is  in  a  separate  bucket? 

Elaine  Forbes  -  Yes.  There  were  changes  in  the  scope  of  the  cruise  ship 
terminal  project  that  hosting  the  America's  Cup  required,  such  as  cutting  off  the 
back  half  of  Pier  29,  putting  storm-water  drainage  into  that  tip.  That's  included  in 
the  cruise  ship  terminal  project.  Relocating  shore  power,  those  are  all  added 
scope  that  go  into  that  $66.3  million  budget.  Other  AC34  improvements  such  as 
south  aprons  at  Pier  19  public  access,  those  are  in  a  separate  AC34  project 
budget. 

Commissioner  Woo  Ho  -  So  the  $66.3  million  plus  the  $24  million  is  for  phase 
two,  how  do  you  get  to  $1 14  million? 

Elaine  Forbes  -Phase  two  is  $47.76  million.  So  that's  how  we  get  to  $1 14  million. 
The  entire  cruise  terminal  budget  is  $1 14  million.  Of  that,  $66.3  million  is  for 
phase  one,  $47.7  million  is  for  phase  two.  This  $114  million  includes  a  $2  million 
reserve  that  I  am  recommending  at  this  point,  a  financing  reserve,  so  that,  if  we 
require  additional  funds  to  meet  project  risks,  those  funds  are  available  and 
appropriated  through  the  Board  of  Supervisors. 

Monique  Moyer  -  Previously,  we  called  this  the  James  R.  Herman  Cruise 
Terminal  and  Northeast  Work  Plaza  Project.  For  purposes  of  the  presentation 
today,  Elaine  has  combined  those  but  part  of  that  spending  is  for  the  parks  as 
well  so  not  just  the  terminal  building.  It's  the  ground  transportation  area,  which  is 
acres  upon  acres.  It's  above-water,  below-water  repairs.  It's  the  Northeast  Work 
Plaza  and  the  Pier  29  tip  public  areas. 

Commissioner  Woo  Ho  -  There  isn't  a  breakdown  on  the  staff  report  of  the  $47 
million,  per  se.  You  just  have  the  totals  for  phase  one  and  phase  two  combined? 

Elaine  Forbes  -  There  is  not  but  Megan  Wallace  is  here  and  she  can  go  over  the 
breakdown  of  all  sources  and  uses  in  phase  one  and  two  of  the  budget  in  terms 
of  construction,  construction  contingencies,  soft  costs,  etc. 

Commissioner  Woo  Ho  -  Is  the  park  is  included  in  that  $47  million? 

Elaine  Forbes  -  It  is.  It's  $17  million  for  the  park  alone. 
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Commissioner  Woo  Ho  -  For  the  terminal  building  itself,  you  take  out  $17  million 
so  that's  another  $30  million  for  the  interior  improvements. 

Elaine  Forbes-  Yes  but  there's  also  ground  transportation  improvements  as 
Executive  Director  Moyer  was  pointing  out,  improvements  on  the  tip. 

Monique  Moyer  -  And  the  apron  and  the  fenders  so  it's  not  $30  million  going  into 
the  building  itself.  It's  just  phase  two  of  the  project. 

Commissioner  Murphy  -  We  consider  this  the  park,  right? 

Monique  Moyer  -  $17  million  of  the  $47  million  shown  on  the  slide  is  for  the  park 
itself  and  what  was  funded  from  the  passage  of  the  2012  general  obligation 
bonds.  Of  the  remaining  $30  million,  a  portion  of  that  is  going  into  building  out 
the  remainder  of  phase  two  of  the  building  itself.  A  portion  of  that  is  going  into 
improving  the  ground  transportation  area,  which  is  very  sizable,  about  five  acres. 
A  portion  of  that  is  going  into  improving  the  1,100-linear-foot  apron  and  the 
fenders.  I  think  there's  a  small  amount  of  money  for  restarting  up  shore  power. 

Commissioner  Murphy  -  Do  we  have  a  firm  amount  on  what  it  takes  to  build  the 
interior  of  the  cruise  terminal? 

Elaine  Forbes  -  Yes,  we  do. 

Monique  Moyer-  Do  we  have  the  bid? 

Elaine  Forbes  -  No,  we  have  firm  cost  estimates  through  Turner  about  what 
each  of  these  aspects  will  cost.  If  it's  telling  of  what  phase  two  will  be,  they  are 
very  good  with  their  cost  estimating.  I  think  what  would  be  best,  President  Woo 
Ho,  is  if  we  provide  you  all  a  breakdown  of  phase  two  in  terms  of  building,  park, 
ground  transportation  area,  aprons,  etc.  because  we  didn't  carry  that  level  of 
detail  with  us  this  evening.  We  have  it  broken  down  in  a  different  way,  which  is 
construction,  soft  costs,  etc.  If  we  could  follow  up  with  that  breakdown  based  on 
the  newest  cost  estimates  from  Turner,  we  could  get  that  to  you  tomorrow. 

Monique  Moyer  - 1  want  to  make  sure  we  answer  Commissioner  Murphy's 
question  correctly.  The  numbers  we  are  using  today  are  based  on  cost 
estimates  of  Turner  Construction,  our  construction  manager.  Once  we  have  the 
funding  in  place  per  the  city's  rules,  then  they  will  actually  go  out  and  bid  to  their 
sub-trades.  There  could  be  price  changes  then.  That's  why  Elaine  is  proposing  a 
$2  million  contingency  in  case  those  prices  go  the  wrong  way  on  us.  They're  not 
yet  contracted  for  as  of  this  moment. 

Commissioner  Murphy  -  Will  this  include  the  end  of  Pier  29?  It's  wide  open. 
What  are  we  going  to  do  with  that? 
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Elaine  Forbes  -  It  includes  storm  water,  security  fencing,  lighting  and  some 
modest  public  improvements  for  that  location.  It's  not  at  all  as  intensive  as  what's 
happening  in  the  front  of  the  site  with  a  2M?  acre  park  improvement. 

Monique  Moyer  -  Further  to  that,  we  still  have  to  negotiate  that  area  with  BCDC. 
In  our  permit  for  the  cruise  ship  terminal,  we  agreed  with  both  parties  to  delay 
scoping  out  exactly  what  will  happen  in  that  tip  area.  We  anticipate  there's  more 
work  to  do  back  there.  With  this  project,  we  are  funding  enough  to  make  sure 
that  people  can  be  back  there.  It's  a  major  area  for  the  turnarounds  of  the  trucks 
and  the  provisioning  of  the  ships. 

Commissioner  Murphy  - 1  was  just  worried  that  we  didn't  have  the  money  to 
finish  out  the  phase  two  but  you  obviously  have  the  money  so  that's  great. 

Elaine  Forbes  -  I  would  like  to  point  out  that  two  weeks  ago  we  talked  about  Pier 
27  and  its  financial  performance.  The  figures  here  are  consistent  with  what  we 
assumed  in  terms  of  debt  service  for  the  debt  service  on  Pier  27  looking  at  all  of 
the  various  bonds,  COPs  and  the  new  proposed  debt  we've  issued  for  the 
project  totals  about  $53.7  million.  I  wanted  to  let  you  know  that  number  of  $3.54 
million  in  ongoing  debt  services  is  a  right  estimate  for  this  project. 

This  is  the  first  time  we've  shown  the  cruise  terminal  budget  with  balanced 
sources  and  uses  and  have  a  complete  financing  package  that  doesn't  include  a 
deficit  in  the  project.  What  we're  looking  at  here  for  phase  one  and  two,  and  this 
includes  a  $2  million  additional  contingency,  is  58  percent  Port  sources  and  42 
percent  other  sources.  Of  the  Port  sources,  the  58  percent  totals  $66.3  million. 
The  PFC  is  coming  in  at  16  percent  of  the  project  generating  $18.5  million;  the 
GO  bonds,  $17  million;  FEMA  grant,  $6.5  million;  and  ACOC  city  contribution, 
$5.7  million.  We  are  proposing  a  six-dollar  passenger  facility  charge. 

Monique  Moyer  -  To  be  clear,  ACOC  is  the  America's  Cup  Organizing 
Committee,  not  the  event  authority. 

Elaine  Forbes  -  We  are  proposing  a  flexible  project  mostly  to  receive  taxable 
debt  from  2010.  This  project,  called  the  Northern  Waterfront  Historic  Piers,  is 
intended  for  projects  that  can  be  delivered  in  the  near  term  that  support  private 
leasing  activities  because  this  is  taxable  debt,  will  ensure  revenues  in  the  five- 
year  financial  plan. 

Our  releasing  strategy  for  the  America's  Cup  represents  24  percent  of  our 
growth  in  that  plan  in  the  real  estate  revenue  portfolio.  We  are  looking  to 
rehabilitate  facilities  closed  to  use.  The  report  goes  into  some  detail  about  Pier 
31 ,  a  pier  that  is  red  tagged  and  closed  to  use.  We've  done  recent  due  diligence 
and  believe  that,  if  we  repair  the  substructure,  the  roof  trusses  and  aprons  for 
public  access  and  do  utility  improvements,  we  can  open  this  historic  shed  again 
for  leasing  and  bring  it  back  into  the  Port's  portfolio  generating  all  new  revenue 
to  the  Port.  When  we  return  to  you  in  the  fall  for  the  financing  details  of  the 
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revenue  bonds,  we  will  go  into  great  detail  about  what  projects  we're  proposing 
spending  out  of  this  Northern  Waterfront  Historic  Pier  Project. 

In  terms  of  the  financial  impacts  of  the  proposal  and  impacts  to  the  Port's 
bonding  capacity,  the  $6  PFC  repays  about  76  percent  of  the  debt  service. 
When  we  were  here  in  April,  we  estimated  net  revenues  at  about  $17.8  million, 
bonding  capacity  about  $42.6  million.  Since  then,  our  financial  projections  are 
more  positive.  We're  looking  at  net  revenues  of  about  $21 .2  million,  bonding 
capacity  of  $50.7  million  and  that's  with  our  two-times  coverage.  After  this 
proposal,  our  bonding  capacity  is  modestly  reduced  to  $44.9  million.  This  is  well 
within  our  capacity.  Also,  my  projections  are  not  assuming  new  revenue  from 
Pier  31  or  other  enhancements  from  releasing  of  America's  Cup  facilities.  It's 
quite  possible  that  this  financing  plan  will  keep  our  bonding  capacity  neutral  or 
even  grow  it. 

Commissioner  Woo  Ho  -  What's  the  potential  new  revenue  from  Pier  31  ? 

Elaine  Forbes  -  Right  now,  it's  closed  to  use  so  we're  looking  at  a  project  to 
repair  its  roof  and  trusses  and  provide  public  access  that  would  allow  us  to 
release  it  for  light  industrial  uses.  Our  conservative  projections  are  showing  that 
we  could  immediately  pay  the  debt  service  on  that  initial  investment  and  that, 
pretty  soon  into  the  life  of  the  asset,  start  generating  revenue  to  cover  debt 
coverage  and  generate  net  new  revenue.  We're  looking  at  just  releasing  for 
industrial  uses.  If  we  also  include  an  office  component,  it  could  be  quite  a  good 
investment  for  the  Port.  Engineering  is  doing  additional  due  diligence  on  the 
facility  at  this  point.  As  for  next  steps,  we  will  be  introducing  this  to  the  Board  of 
Supervisors  next  Tuesday  for  review.  We'll  also  be  going  to  the  capital  planning 
committee  for  review  and  approval.  We'll  be  coming  back  to  you  to  update  our 
tariff  to  include  CPI  adjustments  and  also  the  recommended  $6  passenger 
facility  charge.  Once  all  of  that  is  done,  we'll  have  access  to  the  city's 
commercial  paper  program  to  encumber  contracts  for  phase  two  and  then  come 
back  to  you  in  the  fall  with  details  of  our  financing  structure  for  the  revenue  bond 
transaction. 

Commissioner  Woo  Ho  -  On  the  passenger  facility  charge,  in  terms  of  in  the 
RFP  responses  from  the  two  bidders  for  the  cruise  ship  terminal,  did  they  have 
any  comments  about  what  they  thought  the  market  would  bear  in  terms  of  the 
passenger  facility  charge? 

Elaine  Forbes  -  We  didn't  ask  that  question  in  the  responses.  We  have  done  due 
diligence  around  what  other  ports  are  charging  and  put  a  table  in  the  staff  report 
for  you  to  review.  This  would  be  at  the  very  high  end.  In  consideration  of  what 
we're  investing  in  the  cruise  ship  terminal,  the  importance  of  the  location  of  San 
Francisco,  our  desire  to  generate  revenue  from  the  facility,  we  felt  it  reasonable 
to  go  to  the  very  top  of  the  market  with  our  tariff. 


Commissioner  Woo  Ho  - 1  absolutely  agree  with  you  but  I'm  just  wondering 
whether  we  thought  there  was  even  more  elasticity.  I  know  you  feel  that  this  is  at 
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the  top  but  perhaps  instead  of  boxing  yourself  into  $6,  would  you  say,  in  this 
resolution  or  whatever  you're  asking  us  to  approve,  that  the  minimum  would  be 
$6.  Let's  have  a  discussion  as  you  go  through  as  we  decide  as  we're  negotiating 
with  whoever  the  new  operator  is,  if  they  feel  that  there's  more  room. 

Monique  Moyer  -  We're  also  consulting  with  the  airport  who  also  charges  a 
passenger  facilities  charge  and  they've  done  a  lot  of  analysis  on  the  elasticity  of 
that  and  have  found  a  point  that  works  for  them.  That's  another  source  that  we're 
consulting  with. 

Commissioner  Woo  Ho  -  Okay.  I'm  just  trying  to  ask  you  not  to  box  yourself  into 
that  and  to  find  out,  since  there  will  be  further  discussions  and  negotiations,  etc. 
that,  if  we  find  there's  more  elasticity,  that  you  haven't  sort  of  caught  yourself  into 
this  level  because  I  don't  think  we  know. 

Elaine  Forbes  -  Understood.  I  think  one  way  also  to  approach  it,  and  we'll  be 
coming  back  to  you  with  the  actual  tariff  approval  for  change,  is  to  start  at  $6  and 
see  how  Pier  27  performs.  I  know  there  are  plans  to  grow  the  cruise  business. 
Some  of  what  you  heard  today  showed  numbers  in  terms  of  cruise  calls  that  are 
way  outside  of  what  we  have  today.  We'll  see  how  we  can  grow  our  business 
with  the  existing  $6  charge  and  then  once  the  operation  is  up  and  running,  we 
could  query  the  lines  regarding  elasticity. 

Commissioner  Woo  Ho  -  This  is  just  a  marketing  perspective.  If  you're  providing 
real  value,  you  have  to  charge  for  it  upfront.  They'd  say,  "Why  should  we  change 
now?"  In  terms  of  business,  there  is  true  value  in  this  new  cruise  ship  terminal.  If 
you're  going  to  make  the  argument  about  what  you're  going  to  charge,  you  have 
to  make  the  argument  now  in  terms  of  the  value  provided. 

Commissioner  Adams  -  Elaine,  thank  you  for  this  presentation.  Director  Moyer, 
thank  you  for  your  quick  response.  I'm  hoping  that  Chris  Robinson  put  this  here, 
cruise  terminal  finance  is  underwater.  This  was  so  timely.  Thank  you  very  much. 
I'm  hoping  that  he's  looking  at  this  because  you  just  laid  it  out  where  everything 
was  going.  Thank  you. 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Murphy 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  No. 
13-19  was  adopted. 

12.  NEW  BUSINESS 

13.  PUBLIC  COMMENT 

John  Barnett,  a  fisherman  in  San  Francisco  Fisherman's  Wharf  - 1  have  a  commercial 
fishing  boat  and  a  passenger-carrying  boat.  Though  this  is  much  smaller  than 
everything  else  you  guys  have  been  dealing  with  today,  I've  been  on  a  waiting  list  for 
a  preferred  slip,  which  is  one  of  the  front-row  slips,  for  about  seven  years  now  I've 
been  in  Fisherman's  Wharf.  It's  been  brought  to  my  attention  and  a  few  other 
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fishermen's  attention  that  there  is  an  attempt  to  create  family  by  adopting  an 
individual,  an  adult,  not  a  minor  and  then  passing  on  a  slip  through  the  definitions  in 
the  tariff  of  family  members.  Family  members  aren't  clearly  defined  in  the  tariff.  In  my 
mind,  an  adopted  individual  is  a  family  member.  It  is  a  child,  a  son  or  a  daughter  but 
an  adopted  adult,  excuse  the  pun,  it's  kind  of  fishy.  It's  trying  to  manipulate  the 
process  and  pass  on  a  boat  through  purchase  or  transfer,  inheritance,  title,  giving  it  to 
someone  where  it  really  shouldn't  happen.  I've  brought  this  issue  up  with  the  harbor 
masters.  They  recommended  I  go  through  this  process  to  try  to  make  everyone 
aware  of  what's  going  on.  There  is  no  way  to  prove  that  this  is  happening  because 
most  adoptions  are  with  minors  and  they  protect  the  minor's  rights,  most  of  the  stuff  is 
sealed.  It's  just  rumor.  It  may  not  be  happening.  This  was  rumored  to  have  happened 
or  possibly  going  to  have  happened  two  or  three  years  ago.  It  didn't  with  one  of  the 
vessels  there.  I've  been  waiting  patiently,  and  I  will  continue  to  do  so.  Just  as  long  as 
everyone  is  following  the  rules  down  there,  I'm  happy  to  wait. 

14.  ADJOURNMENT 

ACTION:  Commissioner  Brandon  moved  to  adjourn  the  meeting  in  memory  of 
Andrew  "Bart"  Simpson,  member  of  Artemis  Racing;  Commissioner  Adams  seconded 
the  motion.  All  of  the  Commissioners  were  in  favor. 

Commission  President  Doreen  Woo  Ho  adjourned  the  meeting  at  7:40  p.m. 
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SAN  FRANCISCO  PORT  COMMISSION 


Doreen  Woo  Ho,  President 
Kimberly  Brandon,  Vice  President 
Willie  Adams,  Commissioner 
Leslie  Katz,  Commissioner 
Mel  Murphy,  Commissioner 

Monique  Moyer,  Executive  Director  Amy  Quesada,  Commission  Secretary 

Phone:  415-274-0400;  Fax  415-274-0412       Phone:  415-274-0406;  Fax  415-274-0412 


AGENDA 
TUESDAY,  MAY  28.  2013 
2:00  CLOSED  SESSION 
3:15  P.M.  OPEN  SESSION 

PORT  COMMISSION  HEARING  ROOM,  SECOND  FLOOR 
FERRY  BUILDING,  SAN  FRANCISCO  CA  94111 

The  Port  Commission  Agenda  as  well  as  Staff  Reports/Explanatory  Documents  available  to  the 
public  and  provided  to  the  Port  Commission  are  posted  on  the  Port's  Website  at  www.sfDort.com. 
The  agenda  packet  is  also  available  at  the  Pier  1  Reception  Desk.  If  any  materials  related  to  an 
item  on  this  agenda  have  been  distributed  to  the  Port  Commission  after  distribution  of  the  agenda 
packet,  those  materials  are  available  for  public  inspection  at  the  Port  Commission  Secretary's 
Office  located  at  Pier  1  during  normal  office  hours. 

1 .  CALL  TO  ORDER  /  ROLL  CALL 

2.  APPROVAL  OF  MINUTES  -  May  1 4,  201 3 

3.  PUBLIC  COMMENT  ON  EXECUTIVE  SESSION 

4.  EXECUTIVE  SESSION 

A.   Vote  on  whether  to  hold  closed  session. 

(1 )  CONFERENCE  WITH  LEGAL  COUNSEL  REGARDING  ANTICIPATED 
LITIGATION  MATTER 

a.    Discuss  anticipated  litigation  matter  pursuant  to  California  Government 
Code  Section  54956.9(a)  and  San  Francisco  Administrative  Code 
Section  67.10(d):  (Discussion  Item) 

Number  of  Potential  Cases:  1    X_  As  Defendant 

Facts  and  circumstances:  On  or  about  February  2012,  the  Port  received 
correspondence  from  Vortex  Marine  Construction,  alleging  deficiencies 
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in  the  Port's  design  and  construction  documents  for  the  Pier  43  Bay  Trail 
Link  Project,  Port  Contract  No.  2727,  concerning,  among  other  things, 
(a)  alleged  unidentified  utilities;  (b)  constructability  of  the  promenade 
deck;  and  (c)  Contractor's  office  and  field  expenses,  alleging  an 
entitlement  to  substantial  compensation,  which  the  Port  disputes.  These 
circumstances  present  significant  exposure  of  potential  litigation. 

(2)  CONFERENCE  WITH  LEGAL  COUNSEL  AND  REAL  PROPERTY 

NEGOTIATOR  -  This  is  specifically  authorized  under  California  Government 
Code  Section  54956.8.  *This  session  is  closed  to  any  non-City/Port 
representative: 

a.    Property:  AB  4052;  4111,  lots  3  and  4;  also  known  as  Pier  70  Waterfront 
Site,  located  near  the  intersection  of  22nd  Street  and  Illinois 
Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  and 
Development 

*Negotiating  Parties:  Forest  City  Development  California:  Kevin  Ratner, 
Alexa  Arena  and  Jack  Sylvan 

Under  Negotiations:  Price  Terms  of  Payment  X  Both 

Pursuant  to  Resolution  No.  1 1  -49,  the  Port  Commission  awarded  to  the 
non-Port  party  an  exclusive  negotiation  agreement  with  the  Port  for  the 
lease  and  development  of  the  property.  In  this  executive  session,  the 
Port's  negotiators  seek  direction  from  the  Port  Commission  regarding 
price  and/or  terms  of  payment,  including  rent  structure,  financing 
mechanisms,  and  other  factors  affecting  the  form,  manner  and  timing  of 
payment  of  the  consideration  for  the  property  interests.  The  executive 
session  will  enhance  the  capacity  of  the  Port  Commission  during  its 
public  deliberations  and  actions  to  set  the  price  and  payment  terms  that 
are  most  likely  to  maximize  the  benefits  to  the  Port,  the  City  and  the 
People  of  the  State  of  California. 

RECONVENE  IN  OPEN  SESSION 

A.  Possible  report  on  actions  taken  in  closed  session  pursuant  to  Government 
Code  Section  54957.1  and  San  Francisco  Administrative  Code  Section  67-12. 

B.  Vote  in  open  session  on  whether  to  disclose  any  or  all  executive  session 
discussions  pursuant  to  Government  Code  Section  54957.1  and  San  Francisco 
Administrative  Code  Section  67.12. 

PLEDGE  OF  ALLEGIANCE 


7.  ANNOUNCEMENTS 


A.  Announcement  of  Prohibition  of  Sound  Producing  Electronic  Devices  during  the 
Meeting:  Please  be  advised  that  the  ringing  of  and  use  of  cell  phones,  pagers 
and  similar  sound-producing  electronic  devices  are  prohibited  at  this  meeting. 
Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room 
of  any  person (s)  responsible  for  the  ringing  of  or  use  of  a  cell  phone,  pager,  or 
other  similar  sound-producing  electronic  device. 

B.  Announcement  of  Time  Allotment  for  Public  Comments:  Please  be  advised  that 
a  member  of  the  public  has  up  to  three  minutes  to  make  pertinent  public 
comments  on  each  agenda  item  unless  the  Port  Commission  adopts  a  shorter 
period  on  any  item. 

8.  EXECUTIVE 

A.    Executive  Director's  Report 

•  Board  of  Supervisors  Unanimous  Approval  of  Seawall  Lot  337  Term  sheet  - 
May  14,  2013 

•  Brannan  Street  Wharf  Project  Night  Time  Construction  and  Northbound 
Embarcadero  Lane  Closure  -  May  28,  201 3  to  May  31 ,  201 3  from  1 0  p.m.  to 
5  a.m.  and  12  a.m.  to  5  a.m.  during  Giants  Game 

•  Release  of  Draft  Environmental  Impact  Report  (EIR)  by  the  Water 
Emergency  Transportation  Authority  (WETA)  for  the  Expansion  of  the 
Downtown  San  Francisco  Ferry  Terminal  -  May  31 ,  2013 

•  Sunday  Streets  Event  from  China  Basin  to  the  Bayview  -  June  9,  201 3  from 
11  am  to  4  pm 

9.  CONSENT 

A.    Request  authorization  to  execute  a  modification  to  Contract  No.  2743,  Pier  331/2 
Improvements  Project,  with  Roebuck  Construction,  to  extend  the  original 
Contract  duration  of  240  days  by  an  additional  54  days.  (Resolution  No.  13-22) 

10.  PLANNING  &  DEVELOPMENT 

A.  Request  endorsement  of  the  Term  Sheet  between  the  Port  and  Forest  City 
Development  California,  Inc.  for  the  mixed-use  development  of  the  Pier  70 
Waterfront  Site,  bordered  generally  by  20th  Street,  Michigan  Street,  22nd  Street 
and  the  San  Francisco  Bay.  (Resolution  No.  13-20) 

B.  Request  approval  of  amendments  to  the  Port  Harbor  Traffic  Code  to  include 
parking  and  loading  restrictions  contemplated  in  the  Jefferson  Street  Public 
Realm  project  for  Jefferson  Street  between  Powell  and  Hyde  Streets  in 
Fisherman's  Wharf.  (Resolution  No.  13-21) 
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11. 


REAL  ESTATE 


A.  Informational  presentation  regarding  the  Fiscal  Year  2013-14  Monthly  Rental 
Rate  Schedule,  Monthly  Parking  Stall  Rates,  and  Special  Event  and  Filming 
Rates. 

B.  Informational  presentation  regarding  the  Port's  Real  Estate  Leasing  Policies, 
Process  and  Procedures. 

12.  NEW  BUSINESS 

13.  PUBLIC  COMMENT 

Public  comment  is  permitted  on  any  matter  within  Port  jurisdiction  and  is  not  limited  to 
agenda  items.  Public  comment  on  non-agenda  items  may  be  raised  during  New 
Business/Public  Comment.  A  member  of  the  public  has  up  to  three  minutes  to  make 
pertinent  public  comments  before  action  is  taken  on  any  agenda  item  and  during  the 
new  business/public  comment  period.  It  is  strongly  recommended  that  public 
comments  be  submitted  in  writing  so  they  can  be  distributed  to  the  Commissioners  for 
their  review.  Please  fill  out  a  speaker  card  and  hand  it  to  the  Commission  Secretary. 
If  you  have  any  question  regarding  the  agenda,  please  contact  the  Commission 
Secretary  at  274-0406. 

14.  ADJOURNMENT 

Adjourn  the  meeting  in  memory  of  William  Wilson  (founder  of  Wilson  Meany  Sullivan) 
and  retired  Port  employee  Roy  M.  Fross. 


A05142013 


-4- 


FORWARD  CALENDAR 
(TARGETED  COMMISSION  MEETING,  SUBJECT  TO  CHANGE) 


JUNE  11,  2013 


FACILITY/POLICY 

ITEM 

TITLE 

1 

Pier  38 

Informational 

Presentation  introducing  the  bidders  for  the 
rehabilitation  of  Pier  38 

2 

Portwide 

Informational 

Presentation  on  Port's  wetland  habitat 
preservation  sites  and  environmental  education 
programs 

3 

Pier  27 

Action 

Request  authorization  to  negotiate  the  James  R. 
Herman  Cruise  Terminal  management 
agreement  with  the  highest  ranked  management 
team  bidder 

4 

Portwide 

Action 

Approval  of  the  Fiscal  Year  2013-14  Monthly 
Rental  Rate  Schedule,  Monthly  Parking  Stall 
Rates,  Special  Event  and  Filming  Rates 

5 

295  Terry  Francois 
Boulevard 

Action 

Approval  of  a  Retail  Lease  No.  L-15255 
between  the  Port  of  San  Francisco  and  East 
Street  San  Francisco,  a  Limited  Liability 
Company  for  a  term  of  15  years,  with  one  (1) 
five-year  renewal  option  for  the  development 
and  the  operation  of  the  restaurant  site  located 
at  295  Terry  Francois  Boulevard,  subject  to  the 
Board  of  Supervisors'  approval 

6 

Pier  70 

Action 

Request  approval  of  Federal  Cost  Sharing 
Agreement  between  the  Port  of  San  Francisco 
and  the  U.S.  Army  Corps  of  Engineers  for  study 
of  the  Central  Basin  Dredge  Project  near  Pier  70 

JULY  9,  2013 


FACILITY/POLICY 

ITEM 

TITLE 

1 

Brannan  Street 
Wharf 

Informational 

Update  regarding  the  Brannan  Street  Wharf 
project,  located  along  the  Embarcadero 
Promenade  between  Pier  30-32  and  Pier  38  at 
Brannan  Street 

2 

Portwide 

Informational 

Presentation  on  Waterfront  Transportation 
Assessment 

3 

Portwide 

Informational 

Presentation  on  the  Port's  open  space  system 

4 

Fisherman's  Wharf 

Action 

Approval  of  a  resolution  replacing  Port 
Commission  Resolution  95-56  to  approve  street 
artists  spaces  for  the  Fisherman's  Wharf  area 
under  the  City's  Street  Artist  Program  and 
adopting  conditions  and  limitations  on  such  use 
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5 

Fisherman's  Wharf 

Action 

Approval  of  an  amendment  to  the  Street 
Performer  Program  for  the  Fisherman's  Wharf 
area 

6 

Heron's  Head  Park 
at  Cargo  and 
Jennings  Street 

Action 

Authorization  to  Negotiate  and  Execute  a  Mutual 
Termination  Agreement  with  Literacy  for 
Environmental  Justice  for  Termination  of  Lease 
L-13816,  which  includes  the  "EcoCenter  at 
Heron's  Head  Park"  and  surrounding  6,058 
square  feet  of  non-exclusive  license  area, 
subject  to  Board  of  Supervisors'  approval  of  the 
Mutual  Termination  Agreement 

7 

Southern 
Waterfront 

Action 

Authorization  to  Award  Construction  Contract 
No.  2761 ,  Blue  Greenway  Signage  Project 

8 

Portwide 

Action 

Approval  to  enter  into  agreements  with  the  San 
Francisco  Municipal  Transportation  Agency  and 
the  regional  bike  share  program  operator  to  use 
Port  property  for  the  Bay  Area  Regional  Bike 
Share  Pilot  Program 

9 

Pier  9 

Action 

Request  approval  to  rescind  the  2010  RFP  for 
an  excursion  boat  operator  at  Pier  9  and  to 
issue  a  new  RFP 

AUGUST  13,  2013 


FACILITY/POLICY 

ITEM 

TITLE 

1 

Pier  70 

Informational 

Presentation  on  the  Pier  70  Crane  Cove  Park 
Master  Plan,  Phasing  Plan  and  Cost  Estimate 

2 

Portwide 

Informational 

Presentation  on  the  Port  of  San  Francisco's 
Leasing  Practices 

3 

Portwide 

Action 

Authorization  to  award  the  contract  for  As- 
Needed  Environmental  and  related  Professional 
Services  for  three  contracts  at  $1  million  each, 
totaling  $3  million 

4 

Portwide 

Action 

Request  authorization  to  enter  into  a  four  year 
contract  with  the  San  Francisco  Conservation 
Corps  (SFCC)  for  the  Port's  Youth  Employment 
Program  in  the  total  amount  of  $1 ,060,000, 
subject  to  annual  funding  appropriation  of 
$265,000 

5 

Pier  27 

Action 

Approval  of  the  James  R.  Herman  Cruise 
Terminal  Management  Agreement  with  the 
highest  ranked  management  team 
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DATE  TO  BE  DETERMINED 


FACILITY/POLICY 

ITEM 

TITLE 

1 

South  Beach 

Action 

Port  Comrrlission's  consideration  of  agreements 
between  the  Port  Commission  and  the 
Successor  Agency  to  mutually  terminate  13 
ground  leases  in  the  South  Beach  project  area 
and  set  business  terms  for  the  transfer  of  the 
South  Beach  Harbor  Program 

2 

SWL  351 

Action 

Approval  of  resolution  recommending  that  the 
Board  of  Supervisors  form  a  City  and  County 
Infrastructure  District  No.  2  and  adopt  the 
Infrastructure  Financing  Plan  included  in 
Appendix  C  which  will  capture  tax  increment 
from  the  Seawall  Lot  351  project  (commonly 
known  as  the  8  Washington  Street  project)  for 
site  open  space  improvements,  the  Cruise 
Terminal  project,  under-pier  utilities  and  pier 
substructure  repairs;  and  authorizing  the  Port's 
Executive  Director  to  enter  into  a  Memorandum 
of  Understanding  with  the  City  and  County  of 
San  Francisco  acting  through  the  Controller's 
Office  to  implement  the  District 

3 

Portwide 

Action 

Request  approval  to  award  the  Hazardous 
Waste  contract 

COMMUNICATIONS  TO  PORT  COMMISSION 
From  May  10-23,  2013 

•  From  Adele  Shaw,  Noonan  Building  Artists,  regarding  Pier  70  project 

•  From  Kim  Austin,  Noonan  Building  Artists,  regarding  Pier  70  project 

•  From  Ellen  Johnck  and  Marina  Secchitano,  MCAC  Co-chairs,  regarding  proposed 
Warriors  Arena  Project  at  Piers  30-32 

•  From  Dennis  MacKenzie,  Round  the  Diamond,  regarding  proposed  Warriors  Arena 
Project  at  Piers  30-32 


A05142013 


-7- 


JUNE/JULY  2013 

CALENDAR  OF  UPCOMING  PORT  MEETINGS  -  OPEN  TO  THE  PUBLIC 


DATF 

TIMF 

1  1 IV1  L~ 

GROUP 

LOCATION 

June  1 1 

2:00  PM 
Closed  Session 

Port  Commission 

Port  Commission  Hearing  Room  at  the  Ferry  Building 

3:15  PM 
Open  Session 

Port  Commission 

Port  Commission  Hearing  Room  at  the  Ferry  Building 

July  9 

2:00  PM 
Closed  Session 

Port  Commission 

Port  Commission  Hearing  Room  at  the  Ferry  Building 

3:15  PM 
Open  Session 

Port  Commission 

Port  Commission  Hearing  Room  at  the  Ferry  Building 

NOTES: 

The  San  Francisco  Port  Commission  meets  regularly  on  the  second  and  fourth  Tuesday  of  the  month  at  3:15 
p.m.,  unless  otherwise  noticed.  The  Commission  Agenda  and  staff  reports  are  posted  on  the  Port's  Website 
@  www.sfport.com.  The  Port  Commission  meetings  can  be  viewed  online  at 

http://sanfrancisco.granicus.comA/iewPublisher.php?view_id=92.  The  Port  Commission  meetings  are  also 
broadcasted  on  the  2nd  &  4th  Thursday  of  the  month  at  9  p.m.  on  Comcast  Cable  Channel  26  or  Astound 
Cable  Channel  78  (formerly  RCN  Cable).  Contact  Amy  Quesada  at  274-0406  or  amv.quesada@sfport.com 

The  Fisherman's  Wharf  Waterfront  Advisory  Group  (FWWAG)  meets  regularly  on  a  bi-monthly  basis,  on  the 
third  Tuesday  of  the  month.  The  regular  meeting  time  and  place  is  9:00  a.m.  at  Scoma's  Restaurant,  Pier  47 
at  Fisherman's  Wharf.  Contact  Rip  Malloy  @  274-0267  or  rip.malloy@sfport.com 

The  Maritime  Commerce  Advisory  Committee  (MCAC)  meets  every  other  month,  on  the  third  Thursday  of  the 
month,  from  1 1:30  a.m.  to  1:00  p.m.  @  Pier  1.  Contact  Jim  Maloney  @  274-0519  or  iim.maloney@sfport.com 

The  Mission  Bay  Citizens  Advisory  Committee  meets  on  the  second  Thursday  of  the  month  at  5:00  p.m. 
in  the  Creek  Room  at  Mission  Creek  Senior  Building  located  at  225  Berry  Street  in  San  Francisco  (along  the 
Promenade  just  beyond  the  library.)  Contact  Catherine  Reilly  at  the  former  Redevelopment  Agency  @  749- 
2516  or  catherine.reillv@sfqov.org 

The  Northeast  Waterfront  Advisory  Group  (NEW AG)  meets  regularly  on  a  bi-monthly  basis  on  the  first 
Wednesday  of  the  month  from  5:00  p.m.  to  7:00  p.m.  in  the  Bayside  Conference  Room  @  Pier  1 .  Contact 
Jonathan  Stern  @  274-0545  or  ionathan.stern@sfport.com 

The  Central  Waterfront  Advisory  Group  (CWAG)  meets  monthly  on  an  as-needed  basis,  generally  on  the 
third  Wednesday  of  the  month  from  5  to  7  p.m.  in  the  Bayside  Conference  Room  at  Pier  1 .  Contact  Mark 
Paez  @  705-8674  or  mark.paez@sfport.com 

The  Southern  Waterfront  Advisory  Committee  (SWAC)  meets  every  last  Wednesday  of  the  month  from  6:15 
to  8:1 5  p.m.  Location  to  be  determined.  Contact  David  Beaupre  @  274-0539  or  david.beaupre@sfport.com 

The  Waterfront  Design  Advisory  Committee  (WDAC)  meets  jointly  with  the  Design  Review  Board  of  the  Bay 
Conservation  and  Development  Commission  on  the  first  Monday  of  the  month  at  BCDC,  50  California  Street, 
Rm.  2600,  at  6:30  p.m.  The  Committee  meets  as  needed  on  the  fourth  Monday  of  the  month  at  6:30  p.m.  in 
the  Bayside  Conf.  Rm.  @  Pier  1 .  Contact  Dan  Hodapp  @  274-0625  or  dan.hodapp@sfport.com 
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ACCESSIBLE  MEETING  INFORMATION  POLICY 


FERRY  BUILDING: 

The  Port  Commission  Hearing  Room  is  located  on  the  second  floor  of  the  Ferry  Building.  The  main  public 
entrance  is  from  the  west  (Embarcadero)  side  and  is  served  by  a  bank  of  elevators  adjacent  to  the  historic 
staircase.  Accessible  public  restrooms  are  on  the  first  floor  at  the  northeast  end  of  the  building  as  well  as  on 
the  second  floor  across  the  lobby  from  the  Port  Commission  Hearing  Room.  The  main  path  of  travel  to  the 
Port  Commission  Hearing  Room  is  equipped  with  remote  infrared  signage  (Talking  Signs).  The  Port 
Commission  Hearing  Room  is  wheelchair  accessible.  Accessible  seating  for  persons  with  disabilities 
(including  those  using  wheelchairs)  is  available.  The  closest  accessible  BART  and  MUNI  Metro  station  is 
Embarcadero  located  at  Market  &  Spear  Streets.  Accessible  MUNI  lines  serving  the  Ferry  Building  area  are 
the  F-Line,  9,  31,  32  and  71.  For  more  information  about  MUNI  accessible  services,  call  (415)  923-6142.  The 
nearest  accessible  parking  is  provided  in  the  following  off-street  pay  lots:  3  spaces  in  the  surface  lot  on  the 
west  side  of  the  Embarcadero  at  Washington  Street. 

Hourly  and  valet  parking  is  available  in  the  Pier  3  lot.  This  lot  is  accessed  through  the  Pier  3  bulkhead 
building  entrance  on  the  east  side  of  the  Embarcadero.  This  lot  is  located  on  the  pier  deck;  adjacent  to  the 
ferry  boat  Santa  Rosa.  Additional  covered  accessible  off-street  pay  parking  is  available  in  the  Golden 
Gateway  Garage,  which  is  bounded  by  Washington,  Clay,  Drumm  and  Battery  Streets.  Entrance  is  on  Clay 
St.  between  Battery  and  Front  Streets.  There  is  no  high-top  van  parking.  Metered  street  parking  is  available 
on  the  Embarcadero,  Washington,  Folsom  &  Drumm  Streets. 

In  order  to  assist  the  City's  efforts  to  accommodate  persons  with  severe  allergies,  environmental  illness, 
multiple  chemical  sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other 
attendees  may  be  sensitive  to  various  chemical  based  products.  Please  help  the  City  to  accommodate  these 
individuals. 

A  sign  language  interpreter  and  alternative  format  copies  of  meeting  agendas  and  other  materials  can  be 
provided  upon  request  made  at  least  72  hours  in  advance  of  any  scheduled  meeting.  Contact  Wendy 
Proctor,  Port's  ADA  Coordinator,  at  274-0592,  the  Port's  TTY  number  is  (415)  274-0587. 

Know  Your  Rights  Under  the  Sunshine  Ordinance: 

Government's  duty  is  to  serve  the  public,  reaching  its  decisions  in  full  view  of  the  public.  Commissions, 
boards,  councils  and  other  agencies  of  the  City  and  County  exist  to  conduct  the  people's  business.  This 
ordinance  assures  that  deliberations  are  conducted  before  the  people  and  that  City  operations  are  open  to 
the  people's  review.  For  more  information  on  your  rights  under  the  Sunshine  Ordinance  (Sections  67.1  et 
seq.  of  the  San  Francisco  Administrative  Code)  or  to  report  a  violation  of  the  ordinance,  contact  Chris 
Rustom  by  mail:  Sunshine  Ordinance  Task  Force,  1  Dr.  Carlton  B.  Goodlett  Place,  Room  244,  San  Francisco 
CA  94102-4689;  by  phone  at  (415)  554-7724;  by  fax  at  (415)  554-7854  or  by  email  at  sotf@sfgov.org. 
Citizens  interested  in  obtaining  a  free  copy  of  the  Sunshine  Ordinance  can  request  a  copy  from  Mr.  Rustom 
or  by  printing  Sections  67.1  et  seq.  of  the  San  Francisco  Administrative  Code  on  the  Internet,  at 
http://www.sfgov.org/sunshine. 

NOTICES 

Prohibition  of  Ringing  of  Sound  Producing  Devices: 

The  ringing  of  and  use  of  cell  phones,  pagers,  and  similar  sound-producing  electronic  devices  are  prohibited 
at  this  meeting.  Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room  of  any 
person(s)  responsible  for  the  ringing  or  use  of  a  cell  phone,  pager,  or  other  similar  sound-producing 
electronic  device. 

Lobbyist  Registration  and  Reporting  Reguirements: 

Individuals  and  entities  that  influence  or  attempt  to  influence  local  legislative  or  administrative  action  may  be 
required  by  the  San  Francisco  Lobbyist  Ordinance  (SF  Campaign  &  Government  Conduct  Code  Sections 
§2.1 00  -  2.1 60)  to  register  and  report  lobbying  activity.  For  more  information  about  the  Lobbyist  Ordinance, 
please  contact  the  San  Francisco  Ethics  Commission  at  30  Van  Ness,  Suite  3900,  San  Francisco,  CA 
94102,  phone  (415)  581-2300  or  fax  (415)  581-2317;  web  site:  www.sfgov.org/ethics. 
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SAN  FRANCISCO 


MEMORANDUM 


May  23,  2013 


TO: 


MEMBERS,  PORT  COMMISSION 


Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 
Hon.  Mel  Murphy 


SUBJECT:  Request  authorization  to  execute  a  modification  to  Contract  No.  2743, 
Pier  331/2  Improvements  Project  with  Roebuck  Construction,  to  extend 
the  original  Contract  duration  of  240  days  by  an  additional  54  days 

DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution  


Introduction 

Port  staff  requests  that  the  Port  Commission  authorize  a  contract  modification  to 
Contract  No.  2743,  Pier  331/2  Improvements  Project,  to  extend  the  original  Contract 
duration  of  240  days  by  an  additional  54  days  due  to  unavoidable  delays.  Section 
6.22(H)  of  the  City  Administrative  Code  requires  Port  Commission  approval  for  this 
proposed  contract  modification  because  the  time  extension  will  cumulatively  extend  the 
original  Contract  duration  by  more  than  10  percent. 

Background 

The  Port  Commission,  at  its  meeting  on  May  8,  2012,  authorized  staff  to  award  Contract 
No.  2743  to  Roebuck  Construction  in  the  not-to-exceed  amount  of  $2,835,000,  with  an 
additional  10%  contingency  of  $283,500  (Port  Commission  Resolution  12-42). 

This  construction  project  included  various  Port  Building  Code  upgrades,  necessary 
substructure  repairs  to  the  Pier  331/2  Bulkhead  Building  and  new  electrical  service  to 
Pier  33.  The  upgrades  were  necessary  in  order  to  return  the  vacant  facility  into  rentable 
space  for  the  Port. 


FROM: 


Executive  Director 
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SAN  FRANCISC 


TEL    415  274  0400 


TTY     415  274  0587 


ADDRESS   Pier  1 


The  original  scheduled  substantial  completion  date  was  March  18,  2013.  The  proposed 
revised  contract  substantial  completion  date  is  May  1 ,  2013  and  final  completion  date  is 
June  1 ,  201 3.  The  work  will  be  fully  completed  on  June  1 ,  201 3. 

Funding 


The  construction  cost  and  1 0%  contingency  is  fully  funded  by  the  following  funds. 


Project  Scope 

Funding  Amount 

Funding  Source 

Pier  331/2  Improvements  (North 
Bulkhead) 

$1 ,667,000 

CPO  921  Port  Revenue 
Bond  2010 

Selective  Substructure  Repairs  to 
Pier  33  and  Pier  35 

$414,000 

CPO  778  Pier  Structures 
Repair  Project,  Phase  II 
Fund 

Electrical  Metering  and 
Switchboard  Service  Upgrades 
for  Pier  33  Shed,  and  North  and 
South  Bulkhead  Buildings 

$754,000 

CPO  761  Utilities  Project 
Fund 

Subtotal:  $  2,835,000 

Add  in  1 0%  Contingency:  $  283,500 

Total  Estimated  Cost  with  contingency:    $  3,1 1 8,500 


Project  contingency  amounts  were  funded  by  CPO  776,  the  Leasing  Capital 
Improvement  Fund,  and  CPO  778  and  CPO  761  shown  above. 

Only  86%  of  the  contingency  funds  were  used  to  address  unforeseen  conditions.  The 
remaining  contingency  funds  ($39,206)  are  available  for  other  projects.  The  proposed 
contract  modification  amends  only  the  completion  date  and  not  the  contract  amount. 

SCHEDULE 

Port  staff  recommend  this  extension  to  the  contract  duration  because  the  original 
construction  work  scope  and  schedule  were  subjected  to  unavoidable  delays  due  to  the 
following  unforeseen  conditions: 

•  The  Pier  29  Fire  in  June  of  201 2  occurred  after  the  project  bid  was  completed, 
and  during  the  project  award  negotiations.  The  electrical  power  at  the  Pier  33 
and  331/2  sites  were  impacted  by  the  Fire,  which  required  redesign  and  changes 
in  the  sequence  of  the  work.  This  was  an  unforeseen  condition  when  the  project 
was  bid,  that  required  additional  work  and  time. 

•  Dry  rot  at  the  bottom  of  the  posts  and  wall  framing  was  uncovered  during  the 
demolition.  Details  and  additional  work  to  repair  and  replace  dry  rot  timber  was 
required.  This  was  an  unforeseen  condition  that  required  additional  work  and 
time  for  completion. 


•  The  location  of  the  elevator  in  the  original  design  was  found  to  be  too  close  to  the 
window.  The  Port  requested  the  Structural  Engineer  Consultant  to  modify  the 
design  of  the  elevator  pit  in  the  existing  slab,  which  delayed  the  Contractor's 
progress. 

•  The  existing  grounding  system  for  the  existing  switchgear  in  Pier  33  which  is 
approximately  30  years  old  was  encased  in  concrete.  Once  uncovered  during 
construction  it  was  found  to  be  installed  without  a  grounding  electrode,  which  is 
out  of  compliance  with  current  codes.  Replacement  of  the  grounding  system  was 
required  to  be  installed  on  the  land  side  of  the  sea  wall.  This  required  additional 
work  and  time  that  was  not  in  the  original  scope  and  schedule.  Further, 
additional  testing  was  required  and  was  subject  to  PG&E's  schedule  which 
caused  delay  in  the  Contractor's  progress. 


SUMMARY 

This  construction  project  could  not  be  completed  within  the  original  completion  dates 
specified  in  the  contract  because  of  unavoidable  delays  as  defined  in  the  contract  and 
as  explained  above,  which  warrant  a  time  extension  of  the  contract  completion  date. 
Under  these  circumstances,  where  the  extension  of  time  exceeds  ten  percent  of  the 
original  contract  duration,  Section  6.22(H)  of  the  City  Administrative  Code  requires 
approval  of  the  Port  Commission  for  the  time  extension. 

Port  staff  recommends  that  the  Port  Commission  authorize  this  contract  modification  to 
Contract  No.  2743,  Pier  331/2  Improvements  Project,  to  extend  the  original  contract 
duration  of  240  days  by  an  additional  54  days,  and  that  the  Port  Commission  ratify  all 
actions  taken  by  the  Port  staff  in  furtherance  of  such  contract  modification  and  time 
extension. 


Prepared  By:         Wendy  Proctor 

Project  Architect 

For:  Edward  F.  Byrne,  S.E. 

Chief  Harbor  Engineer 


Attachments 
Exhibit  A  -  Site  Map 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  13-22 


WHEREAS,  the  Port  Commission  previously  authorized  the  award  of  Construction 
Contract  No.  2743,  Pier  331/2  Improvements  Project,  (the  "Project")  to 
Roebuck  Construction  (the  "Contractor"),  at  its  meeting  of  May  8,  2012; 
and 


WHEREAS,  the  scope  of  work  for  the  Project  included  various  Port  Building  Code 
upgrades,  necessary  substructure  repairs  to  the  Pier  331/2  Bulkhead 
Building  and  new  electrical  service  to  Pier  33,  which  were  necessary  in 
order  to  return  the  vacant  facility  into  rentable  space  for  the  Port;  and 


WHEREAS,  Port  staff  became  aware  of  the  potential  delays  in  project  completion  when 
the  Contractor  encountered  unforeseen  conditions  at  the  project  site  after 
commencement  of  the  Project  work;  and 

WHEREAS,  the  Contractor's  progress  was  delayed  by  the  Pier  29  Fire,  unknown 
presence  of  dry  rot,  and  the  need  to  redesign  the  elevator  location  and 
electrical  grounding  requirements  of  PG&E  equipment  which  required 
additional  time;  and 

WHEREAS,  these  unforeseen  conditions  required  additional  construction  work  which 
caused  unavoidable  delays  as  defined  in  the  Contract,  and  which 
precluded  completion  of  the  contract  within  the  original  Contract  duration, 
and  therefore  a  time  extension  for  Project  completion  is  warranted;  and 
now  therefore  be  it 


RESOLVED,  that  the  Port  Commission  hereby  authorizes  Port  staff  to  execute  a 
contract  modification  to  Contract  No.  2743,  Pier  33Vs>  Improvements 
Project  with  Roebuck  Construction,  to  extend  the  original  Contract 
duration  of  240  days  by  an  additional  54  days,  and  the  Port  Commission 
further  ratifies  all  actions  taken  by  the  Port  staff  in  furtherance  of  such 
contract  modification  and  time  extension. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  San  Francisco 
Port  commission  at  its  meeting  of  May  28,  2013. 


Secretary 
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SAN  FRANCISCO 


MEMORANDUM 


May  23,  2013 


TO: 


MEMBERS,  PORT  COMMISSION 


Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Leslie  Katz 
Hon.  Willie  Adams 
Hon.  Mel  Murphy 


FROM:        Monique  Moyer  A  VVV/  V 
Executive  Director 

SUBJECT:   Request  endorsement  of  the  Term  Sheet  between  the  Port  and  Forest 


City  Development  California,  Inc.  for  the  mixed-use  development  of  the 
Pier  70  Waterfront  Site,  bordered  generally  by  20th  Street,  Michigan 
Street,  22nd  Street,  and  the  San  Francisco  Bay 


DIRECTOR'S  RECOMMENDATION:     Approve  Attached  Resolution 


EXECUTIVE  SUMMARY 

Since  executing  an  Exclusive  Negotiation  Agreement  ("ENA")  in  July  2011  for  the  mixed 
use  development  of  the  Pier  70  Waterfront  Site  (the  "Site,"  shown  on  Exhibit  A),  Forest 
City  Development  California,  Inc.  ("Forest  City"  or  "Master  Developer")  and  Port  and 
City  staff  have  negotiated  a  non-binding  term  sheet  (the  "Term  Sheet")  with  the 
proposed  financial  terms  for  the  lease  and  development  of  the  Site  (the  "Project"), 
attached  to  this  staff  report  as  Exhibit  B. 

Port  and  City  staff  presented  the  content  of  this  Term  Sheet  to  the  Port  Commission  on 
May  14,  2013  and  are  now  seeking  the  Port  Commission's  endorsement  of  the  Term 
Sheet  at  its  May  28,  2013  meeting.  This  staff  report  augments  the  earlier  staff  report 
corresponding  with  the  May  14  Commission  meeting  by  providing  additional  analyses  of 
Master  Developer's  proposed  land  use  program  within  the  context  of  Pier  70;  Master 
Developer  financial  capacity;  horizontal  development  cost  analysis;  analysis  of 
projected  revenues  to  the  Port  and  Master  Developer;  fiscal  feasibility  analysis 
describing  benefits  to  the  City;  and  other  topics  in  which  the  Port  Commission  and  the 
public  expressed  interest  at  the  May  14  meeting.  Should  the  Port  Commission  endorse 
the  Term  Sheet,  the  Board  of  Supervisors  ("Board")  then  will  consider  it  for 
endorsement.  Under  the  terms  of  the  ENA,  Phase  1  of  the  ENA  concludes  July  1 2, 
2013.  Required  Phase  1  benchmarks  include  Term  Sheet  endorsement  by  the  Board. 
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This  report  is  divided  into  two  sections.  Section  1  contains  policy  and  financial  analysis 
of  the  proposed  Term  Sheet  between  the  Port  and  Forest  City.  Section  2  contains  an 
amended  version  of  the  staff  report  describing  the  Term  Sheet  that  was  presented  to 
the  Port  Commission  on  May  14,  2013.  City  staff  has  combined  these  documents  in  a 
single  document  to  provide  the  public  with  a  single  report  to  understand  the  proposed 
agreement  and  review  City  staff  analysis  of  the  agreement. 

SECTION  1.  UPDATES  AND  ADDITIONS  SINCE  MAY  14,  2013  PRESENTATION 
Policy  and  Financial  Analysis 
Context  and  Character 

Pier  70  encompasses  69  acres  roughly  bounded  by  Mariposa,  Illinois,  and  22nd  Streets 
and  the  San  Francisco  Bay  along  San  Francisco's  Central  Waterfront.  The  Pier  70  area 
includes  Piers  68  and  70  and  Seawall  Lots  349  and  3492. 

Pier  70  has  many  unique  attributes,  including:  (a)  being  the  site  of  the  longest 
continually  operating  civilian  shipyard  in  the  US,  where  ships  have  been  built  and 
repaired  from  the  Spanish  American  War  to  today;  (b)  having  the  largest  floating 
drydock  on  the  west  coast  of  the  Americas  with  the  ability  to  repair  the  largest  ships  in 
the  world;  (c)  being  the  oldest  and  most  intact  operating  industrial  complex  in  the 
western  United  States;  (d)  being  eligible  for  listing  on  the  National  Register  of  Historic 
Places  due  to  its  importance  in  the  evolution  of  steel  ship  building  and  industrial 
architecture  and  number  of  historic  resources,  including  a  collection  of  individually 
eligible  historic  buildings  dating  back  to  the  late  1880s  to  1910s;  (e)  having  large 
expanses  of  currently  vacant  or  underutilized  land  that  open  up  opportunities  for 
waterfront  parks  and  new  development  to  help  reactivate  the  site  to  its  historic  activity 
level. 

In  April  2010,  the  Port  Commission  endorsed  the  Pier  70  Preferred  Master  Plan  ("Pier 
70  Master  Plan"  or  "Master  Plan").  The  Master  Plan  contains  goals  that  complement 
and  expand  on  policies  contained  in  the  San  Francisco  Planning  Department's  Central 
Waterfront  Area  Plan,  which  is  part  of  the  City's  General  Plan.  At  a  summary  level, 
these  goals  include: 

•  preserving  the  long-term  viability  of  the  maritime  ship  repair  industry; 

•  creating  a  Pier  70  National  Historic  District  and  rehabilitation  of  its  extraordinary 
historic  resources; 

•  creating  a  major  new  shoreline  open  space,  promoting  sustainable  mixed-use 
development,  infill  development  and  economic  development; 

•  providing  sites  for  office,  research,  residential,  emerging  technologies,  light 
industry  and  cultural  and  recreational  uses; 


•  promoting  development  that  is  pedestrian-oriented  and  fosters  use  of  alternative, 
sustainable  transportation  modes; 

•  extending  the  city  street  grid  to  enhance  access  and  integrate  Pier  70  with  the 
Central  Waterfront;  and 

•  remediating  environmental  contamination  to  enable  use  and  public  enjoyment  of 
Pier  70  and  its  waterfront. 

The  overall  vision  established  for  Pier  70  through  the  planning  process  was: 

"Create  a  vibrant  and  authentic  historic  district  that  re-establishes  the  historic 
activity  level,  activates  new  waterfront  open  spaces,  creates  a  center  for 
innovative  industries,  and  integrates  ongoing  ship  repair  operations. " 

These  goals  were  included  in  the  Request  for  Qualifications  for  the  Pier  70  Waterfront 
Site  that  ultimately  led  to  the  selection  of  Forest  City  as  the  Port's  development  partner 
in  May  2011. 

The  Forest  City  team  has  developed  a  unique  land  use  program  that  will  help  the  Port 
achieve  the  Master  Plan  goals  and  vision  for  all  of  Pier  70.  Forest  City's  vision  for  the 
Waterfront  Site,  which  Port  and  City  staff  enthusiastically  support,  is  to  create  a 
culturally  vibrant  place  where  new  development  is  designed  around  the  existing  features 
of  the  Waterfront  Site.  The  Master  Developer  is  committed  to  rehabilitating  the  historic 
buildings  in  the  earliest  phases  of  development;  designing  new  buildings  to 
complement,  showcase,  and  open  up  views  to  historic  resources;  designing  the  public 
realm  to  visually  and  physically  connect  people  to  the  waterfront  and  maritime 
neighbors;  and  echoing  the  Dogpatch's  mixed-use  character  and  fine-grained 
integration  of  diverse  uses,  with  a  particular  interest  in  arts,  small-scale  production,  and 
emerging  businesses.  The  mix  of  uses  will  include  commercial  office,  residential,  retail, 
arts,  and  light  industrial  space,  as  well  as  a  series  of  open  spaces.  This  diverse 
combination  of  uses  will  draw  a  diverse  group  of  users  and  visitors,  creating  unique  and 
active  character  at  the  site. 

Another  key  facet  of  the  Waterfront  Site's  design  and  development  will  be  to  remain 
integrated  with  the  greater  waterfront  as  it  also  evolves.  The  desire  for  connectivity  and 
consistency  is  at  the  heart  of  the  direction  from  Port,  Planning  Department,  and  SFMTA 
staff  that  Forest  City  is  receiving  and  embracing;  these  goals  will  be  reflected  in  the 
design  guidelines,  refined  site  plan,  and  transportation  demand  management  plan  that 
will  be  developed  following  Term  Sheet  endorsement.  The  current  site  plan  already 
addresses  these  goals  by  extending  the  existing  street  grid  (and  associated 
infrastructure)  into  the  Waterfront  Site  to  maximize  accessibility,  prioritizes  pedestrians 
and  bicyclists,  and  takes  advantage  of  the  public  investment  in  the  public  transit  system 
that  currently  serves  the  site. 

While  Forest  City's  land  use  program  focuses  on  the  28  acre  Waterfront  Site,  Forest 
City  will  be  assisting  the  City  in  its  efforts  to  examine  adjacent  Pier  70  parcels  - 
particularly  along  Illinois  Street  -  as  discussed  further  in  this  report. 
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There  are  three  elements  of  Forest  City's  proposed  plan  for  the  Waterfront  Site  that 
deserve  particular  attention  as  the  Port  Commission  and  the  Board  of  Supervisors 
weigh  next  steps  to  implement  the  project:  1)  the  inclusion  of  residential  development, 
2)  a  corresponding  increase  in  the  proposed  development  footprint  at  the  Waterfront 
Site,  and  3)  Forest  City's  vision  for  "placemaking"  at  Pier  70. 

1 .  Residential  development  at  the  Waterfront  Site.  In  2012,  Forest  City 
approached  Port  staff  and  the  Port  Commission  with  a  plan  to  consider  950  units 
of  residential  housing  at  Pier  70  as  a  critical  component  of  a  land  use  plan  to 
create  a  new  neighborhood  at  Pier  70.  While  not  originally  envisioned  in  the 
Port's  Pier  70  Preferred  Master  Plan,  Port  staff  and  City  staff,  led  by  the  Office  of 
Economic  and  Workforce  Development  ("OEWD")  examined  the  new  land  use 
proposal  by  Forest  City  and  agreed  that  this  approach  would  activate  the  site  and 
could  be  designed  in  a  manner  that  would  avoid  interference  with  traditional 
maritime  activities  at  Pier  70.  Forest  City  and  the  Port  have  presented  the  plan 
to  BAE  Systems,  Inc.  ("BAE"),  operator  of  the  Port's  Pier  70  shipyard  in  the 
intervening  period.  BAE  expressed  comfort  with  the  introduction  of  residential 
housing  screened  by  commercial  uses.  Over  the  course  of  Forest  City's 
extensive  outreach  process  presenting  the  proposed  development  concept,  the 
community  has  expressed  support  for  this  aspect  of  the  mixed-use  nature  of  the 
project  that  enables  the  creation  of  a  revitalized  district  that  is  an  extension  of  the 
Dogpatch.  Furthermore,  residential  uses  on  the  Waterfront  Site  are  supported  by 
the  Public  Trust  Swap  that  was  contemplated  in  the  2010  Master  Plan. 

2.  Total  Development  Footprint.  After  extensive  site  due  diligence,  Forest  City 
has  determined  that  infrastructure  costs  required  to  support  reuse  of  the 
Waterfront  Site  to  meet  the  goals  of  the  201 0  Master  Plan  are  considerably 
higher  than  previously  estimated.  This  increase  in  infrastructure  costs  requires 
the  greater  density  on  the  site  to  support  economic  feasibility  of  the  Project.  The 
total  development  program  exceeds  the  development  proposed  in  the  Port's  Pier 
70  Master  Plan  by  approximately  800,000  square  feet,  for  a  total  development 
program  of  commercial  and  residential  uses,  including  historic  rehabilitation,  of 
3.3  million  leasable  square  feet  at  the  Waterfront  Site.  The  combined  program  of 
uses  help  create  a  unique  and  vibrant  mixed  use  neighborhood,  which  will 
address  the  goals  of  the  Pier  70  Master  Plan. 

During  the  entitlement  phase  of  the  project,  Forest  City  will  examine  a  number  of 
flexible  zoning  schemes  that  are  designed  to  respond  to  changing  market 
demands  in  San  Francisco.  After  appropriate  public  review,  these  project  variants 
may  lead  to  refinements  to  the  mix  of  commercial  and  residential  uses  by  Forest 
City,  provided  that  the  total  development  program  does  not  increase  beyond  the 
3.3  million  gross  square  feet  of  leasable  space  proposed  by  Forest  City. 

3.  Placemaking  at  the  Waterfront  Site.  Following  desires  expressed  by  the 
community  during  the  initial  site  due  diligence  and  community  outreach,  the 
mixed-use  core  of  the  Waterfront  Site  will  include  a  combination  of  small  scale 
local  production,  arts  and  cultural  users,  small  business  incubators,  retail  and 
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innovation  retail,  and  other  publicly-accessible  and  activating  uses  (collectively, 
"Innovation,  Retail  and  Arts"),  many  of  them  located  in  rehabilitated  historic 
structures  (Buildings  12  and  21).  Forest  City  envisions  that  these  uses,  which 
will  permeate  the  street  level,  are  essential  to  placemaking,  to  creating 
community,  and  to  making  Pier  70  a  distinct  part  of  the  San  Francisco  waterfront. 
Consistent  with  the  Master  Plan,  Forest  City's  concept  plan  includes 
commercial/office  space  placed  to  frame  the  core  of  mixed-use  residential  and 
creative  uses  occupied  by  knowledge  economy  office  companies  that  desire  the 
eclectic,  creative  district  supported  by  the  Innovation,  Retail  and  Arts  and 
residential  uses.  City  staff  embraces  this  creative  vision,  and  the  investment 
required  to  realize  it. 

Forest  City  projects  that  this  placemaking  effort,  combined  with  a  district 
activated  by  residential  uses,  will  create  higher  demand  for  office  uses  in  the  new 
Pier  70  neighborhood.  City  staff  looks  forward  to  realizing  the  creative,  dynamic 
community  at  Pier  70  proposed  by  Forest  City. 

Master  Developer  Financial  Capacity 

Port  staff  have  reviewed  Forest  City's  most  recent  financial  statements  and  determined 
that  the  Master  Developer  has  the  financial  capacity  to  develop  the  Waterfront  Site. 
Forest  City's  annual  report  for  the  fiscal  year  ending  January  31 ,  2013  reported  total 
assets  of  $10.6  billion  and  total  revenues  of  $1 .1  billion,  with  excellent  access  to  credit. 
Investor  interest  in  Forest  City  stock  also  appears  to  be  strong.  The  complete  analysis 
of  Forest  City's  financial  capacity  is  attached  to  this  staff  report  as  Exhibit  C. 

Horizontal  Development  Cost  Analysis 

Port  Engineering  has  completed  a  preliminary  review  of  Forest  City's  infrastructure 
concept  plans  and  estimated  costs  for  infrastructure  improvements  necessary  to 
support  the  proposed  development  of  the  Waterfront  Site.  Forest  City's  current 
horizontal  development  budget  is  projected  at  $179  million  (in  2013  dollars),  including 
predevelopment  costs  for  the  adjacent  Pier  70  parcels  that  Forest  City  has  agreed  to 
entitle. 

As  part  of  the  review,  staff  retained  the  services  of  a  well-qualified  and  independent 
private  engineering  consultant  team  lead  by  Creegan+D'Angelo/AGS  Joint  Venture 
(C+D/AGS).  The  consultant  team  reviewed  Forest  City's  concepts  for  site  stabilization, 
building  foundations,  roadways  and  sidewalks,  utilities,  open  spaces,  sea  level  rise,  and 
associated  estimated  costs.  In  general,  the  review  concluded  that  Forest  City's 
infrastructure  concepts  are  reasonable  and  that  cost  estimating  is  accurate.  Overall,  an 
appropriate  level  of  engineering  has  been  completed  for  this  stage  of  the  potential 
project.  C+D/AGS  has  offered  several  notable  recommendations: 

•   Secant  Wall:  With  an  estimated  cost  of  $1 5  million,  the  secant  wall  is  proposed  to 
help  mitigate  earthquake  induced  lateral  spreading  and  settlement  of  the  site. 
Details  at  this  point  are  based  on  engineering  judgment  and  there  is  significant 
risk  in  cost  escalation.  Engineering  should  be  advanced  further  to  better  define 
the  performance,  location,  details  and  cost/benefit  of  the  secant  wall. 


-5- 


•  Raising  the  Site:  The  site  will  be  elevated  several  feet  to  accommodate  sea  level 
rise.  This  will  present  challenges  at  the  site  boundaries,  particularly  adjacent  to 
the  shipyard,  at  existing  building  interfaces  including  the  20th  Street  Historic 
Buildings,  and  for  existing  utilities.  The  addition  of  new  soil  may  induce  overall 
site  settlement  that  should  be  further  investigated;  associated  costs  may  not  be 
captured  in  existing  cost  estimates. 

•  Roadways:  There  are  significant  grade  changes  where  the  proposed  21st  and 
22nd  Streets  enter  the  site  and  descend  from  the  rock  outcropping  remnant  of 
Irish  Hill.  Roadway  grades  and  details  on  structures  and/or  embankments  should 
be  further  developed. 

•  Sewer  and  Stormwater:  The  existing  Pier  70  combined  storm  water/sewer 
system  does  not  have  the  capacity  to  support  the  new  development.  Forest  City 
has  evaluated  numerous  options  and  is  basing  costs  on  a  separated 
stormwater/sewer  system.  Further  discussions  with  the  San  Francisco  Public 
Utilities  Commission  ("SFPUC")  are  required  to  determine  if  a  combined  system 
is  the  preferred  alternative.  The  consultant  team  recommends  that  a  combined 
sewer/stormwater  system  alternative  be  developed  for  purposes  of  cost 
comparison  and  evaluating  performance. 

•  Site  Utilities,  Pier  70-Wide:  The  Waterfront  Site  is  part  of  the  overall  Pier  70 
Preferred  Master  Plan  area,  and  for  purposes  of  utility  services  (water,  sewer, 
electricity,  gas),  the  entire  Pier  70  site  must  be  considered  as  a  whole.  Forest 
City  has  incorporated  this  thinking  in  its  plans.  There  are  still  information 
gaps;  when  these  gaps  are  filled  in,  the  new  information  may  impact  costs 
and/or  which  infrastructure  will  be  needed  for  each  phase. 

•  Markup  on  Direct  Costs:  The  independent  review  of  estimated  costs  is  within  1% 
of  Forest  City's  estimate  for  direct  costs,  but  C+D/AGS  recommends  using  higher 
design  and  construction  contingencies  for  this  early  stage.  Using  the  higher 
contingencies  will  increase  the  estimate  by  $6  million  or  5%  over  the  current 
estimate.  The  cost  estimate  review  was  based  on  Forest  City's  scope  only, 
without  consideration  of  any  changes  suggested  by  C+D/AGS. 

City  staff  will  continue  to  engage  engineering  support  to  examine  infrastructure  plans  as 
these  plans  move  from  the  conceptual  phase  to  more  detailed  plans,  and  will  continue 
to  collaborate  with  staff  from  the  SFPUC  and  the  Department  of  Public  Works  ("DPW") 
during  the  post-Term  Sheet  entitlements  period  to  develop  an  infrastructure  plan  that 
can  result  in  infrastructure  and  streets  that  these  departments  will  accept.  In  the  interim 
period,  staff  will  report  to  the  Port  Commission  if  the  estimated  horizontal  development 
costs  rise  more  than  10%,  i.e.,  to  greater  than  $195  million. 

Port  Revenue  Projections 

Based  on  the  financial  analysis  performed  by  Master  Developer  and  audited  and 
restated  by  Port  staff  and  its  consultants,  it  is  expected  that  at  full  build-out  (expected  in 
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2027)  Port  would  receive  a  variety  of  revenues  from  the  parcels  leased  and  sold  in  fee 
at  the  Pier  70  Waterfront  Site. 

Currently  the  Port  earns  approximately  $2.9  million  annually  from  tenants  occupying  the 
Waterfront  Site.  The  largest  Waterfront  Site  tenant,  the  San  Francisco  Municipal 
Transportation  Agency  tow  yard  (subleased  to  AutoReturn)  is  departing  the  site  in  June, 
2013.  Beginning  July  1 ,  2013,  total  Waterfront  Site  rent  is  projected  to  be  approximately 
$1 .1  million  annually.  The  Port  will  continue  to  access  this  revenue  stream  as  the 
Waterfront  Site  is  developed  and  may  be  able  to  augment  these  near-term  funds  by 
adding  to  interim  tenants  on  land  vacated  by  AutoReturn.  Revenue  amounts  will 
decrease  proportionally  as  parcels  are  transferred  for  each  phase  of  development; 
these  phases  are  expected  to  commence  in  2017,  2019,  2021,  and  2028. 

Due  to  the  variability  of  current  rents,  high  and  uncertain  infrastructure  costs  (as 
described  above),  existing  capital  liabilities  at  the  Waterfront  Site,  and  high  risks 
associated  with  an  untested  Class  A  office  market  at  Pier  70,  the  Port  and  Forest  City 
have  structured  a  deal  without  a  base  rent  component,  but  including  a  variety  of 
revenue  streams  to  the  Port  over  time. 

As  further  described  in  Section  2  of  this  report,  (notwithstanding  interim  leasing 
revenues  through  Project  buildout),  the  proposed  deal  structure  defers  Port 
compensation  until  the  following  events  occur: 

1 .  Tax  increment  begins  to  accrue  under  a  Pier  70  Infrastructure  Financing  District 
("IFD"),  9%  of  which  will  flow  to  broader  Pier  70  needs; 

2.  All  infrastructure  has  been  constructed  and  Forest  City  receives  an  18%  return  of 
and  on  Master  Developer's  capital  ("Developer  Capital"),  after  which  the  Port  and 
Forest  City  will  split  remaining  land  proceeds  55%  (Port)  -  45%  (Forest  City); 

3.  Forest  City  or  its  assignees  sells  or  refinances  vertical  leases; 

4.  District  parking  garages  are  fully  paid,  and  the  Port  begins  receiving  net 
operating  income  from  these  facilities;  or 

5.  In  the  30th  year  of  each  commercial  or  residential  rental  lease,  the  Port 
commences  collecting  1 .5%  of  modified  gross  receipts,  increasing  to  2.5%  at  the 
60th  year. 

Based  on  the  proforma  analysis,  as  summarized  in  the  table  below,  Port  revenue  is 
projected  to  be  $7  billion  (undiscounted)  over  the  term  of  the  Project,  with  a  net  present 
value  of  $153  million. 
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The  main  drivers  of  these  Port  revenue  projections  are: 


•  Year  2029  Ground  Rent:  anticipated  annual  ground  rents  from  late  phase  office 
structures  (starting  at  $2.8  million  in  the  year  2029  and  indexed  by  3%  until  year 
99); 

•  Year  2037  Parking  Revenues:  revenues  from  parking  facilities  after  construction 
and  related  costs  are  fully  paid  ($2.1  million  starting  in  year  2037,  and  escalating 
based  on  market  conditions  thereafter);  and 

•  Year  2048  Participation  Rent:  proceeds  from  modified  gross  receipts  participation 
in  vertical  leases  which  commence  in  2048  and  increase  as  a  result  of  lease-up, 
escalation,  and  additional  buildings  coming  online  ($4.6  million  in  2053,  and 
escalating  thereafter). 

Nominal  Port  revenues  from  the  Waterfront  Site  appear  higher  than  in  other  Port 
development  agreements  due  to  the  ability  to  lease  for  periods  of  up  to  99  years.  In  the 
view  of  City  staff,  these  diversified  revenue  streams  compensate  for  the  lack  of  a  base 
rent  component  to  this  deal  structure.  An  annual  cash  flow  analysis  is  attached  as 
Exhibit  D. 

Due  to  the  variability  of  interim  leasing  at  Pier  70,  these  figures  exclude  interim  leasing 
rents.  The  Term  Sheet  contemplates  that  the  Port  and  Forest  City  would  split  new 
interim  leasing  revenues  from  new  tenants  that  Forest  City  arranges  on  behalf  of  the 
Port  as  a  way  of  incentivizing  interim  leasing  while  project  build-out  occurs  and  as  an 
early  source  of  revenue  to  pay  return  of  and  on  Developer  Capital.  There  is  a 
significant  opportunity  for  the  Port  and  Forest  City  to  collaborate  in  generating  early 
Project  revenues  and  enhanced  Harbor  Fund  rents  early  in  the  Project  through  this 
mechanism.  Uses  will  likely  include  placemaking  efforts  to  introduce  the  public  to  the 
Waterfront  Site  and  surface  parking  until  structured  parking  is  built. 


Port  Revenue  Summary  -  99  Years  -  SMillions 

Nominal 
Proceeds 

NPV  (6% 
Discount) 

Net  Tax  Increment  to  Port/Pier  70 

$120.5 

$18.3 

1.5%  of  Net  Proceeds  from  Refinancings 

$262.5 

$7.0 

1.5%  Transfer  Fee  From  Sales  (1) 

1 .5%  (Yrs  31-60)  &  2.5%  (Yrs  61-99)  of  Modified 
Gross  Revenues 

$2,045.2 

$21.6 

Horizontal  Profit  Participation  -  Annual  Ground  Rent 

$1,564.5 

$35.1 

Horizontal  Profit  Participation  -  Prepaid  Ground  Rent 

$94.7 

$31.8 

District  Parking  Garages  Net  Cash  Flow 

$2,873.5 

$39.0 

Total  Port  Economic  Benefit 

$6,960.8 

$153.0 

1 .    No  calculations  have  been  made  as  to  transfer  fees  arising  from  condominium  sales, 

because  the  proforma  assumes  residential  rental  values  for  all  residential  development.  The 
parties  have  agreed  to  negotiate  a  maximum  number  of  residential  units  at  the  site  that  could 
be  developed  as  condominiums. 
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Figure  1  below  shows  projected  Port  revenues  from  all  sources  over  time. 
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The  chart  above  illustrates  the  deal  structure  well.  Except  for  potential  interim  leasing 
revenues  (anticipated  at  $1 .1  million  annually  and  potentially  increasing  until 
development  commences),  the  Port  will  not  realize  significant  revenues  until 
approximately  2030,  at  which  point  Forest  City  will  have  constructed  all  horizontal 
infrastructure  and  either  will  or  will  not  achieve  an  18%  return.  The  Port  will  only 
realize  a  55%  share  of  remaining  land  proceeds  if  Forest  City  achieves  this  return.  Any 
leases  entered  after  infrastructure  is  constructed  and  Forest  City  achieves  an  18% 
return  of  and  on  Developer  Capital  will  become  annual  ground  rent  leases,  with  the  Port 
receiving  55%  of  the  appraised  value  of  the  leases. 

Based  on  proforma  analysis,  and  largely  due  to  the  primary  reliance  on  prepaid  ground 
lease  structures  to  book  value  to  the  Project,  in  year  2030  the  Port  would  receive  a  lump 
sum  payment  of  in  excess  of  $80  million  -  equal  to  55%  of  prepaid  lease  revenue  in 
excess  of  what  is  required  to  pay  Developer  Return. 


Since  the  Port  is  funded  with  annual  revenues,  City  staff  intends  to  utilize  the  remaining 
negotiation  period  to  examine  mechanisms  to  convert  this  lump  sum  payment  into  an 
annual  payment  stream  to  the  Port,  preferably  by  reducing  reliance  on  prepaid  ground 
leases. 
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In  addition  to  these  revenues,  the  Project  will  address  substantial  capital  liabilities 
attributable  to  existing  conditions  at  the  Waterfront  Site.  The  Port's  FY  2013-22  10-Year 
Capital  Plan  indicates  a  $47  million  capital  liability  within  the  Waterfront  Site,  which 
Forest  City  will  address  through  horizontal  and  vertical  site  improvements.  Net  tax 
increment  from  the  Project  estimated  at  $1 20.5  million  will  also  be  available  to  address 
other  Pier  70  capital  needs  and  public  benefits.  In  the  near  term,  the  Port  will  continue 
to  receive  rent  from  existing  Waterfront  Site  tenants  and  potential  new  interim  tenants. 

Paying  for  Infrastructure 

As  described  above,  in  order  to  realize  the  value  of  the  Site  there  are  significant  design, 
entitlement  and  infrastructure  expenditures  must  be  made  for  parcels  to  reach  their  full 
value  and  be  readied  for  development.  The  primary  sources  to  pay  these  expenses 
are:  1)  Developer  Capital,  2)  prepaid  leases  or  development  pad  sales  proceeds 
(collectively,  "Land  Proceeds"),  3)  Community  Facilities  District  ("CFD")  bond  proceeds 
that  can  be  repaid  by  special  taxes  levied  on  the  taxable  parcels  or  tax  increment  from 
the  parcel's  property  tax  proceeds  available  through  the  Port  IFD,  and  4)  IFD  bond 
proceeds  and  site  tax  increment  not  needed  to  service  CFD  or  IFD  bonds.  The 
challenge  of  funding  infrastructure  expenditures  is  amplified  because  most  of  these 
funds  only  start  to  flow  after  development  of  the  Waterfront  Site  has  commenced. 

The  funding  of  the  predevelopment  and  early  infrastructure  costs  is  primarily  through 
Developer  Capital.  Once  the  Waterfront  Site  is  entitled,  Land  Proceeds  (in  the  form  of 
the  early  lease  or  sale  of  the  Illinois  and  20th  Street  parcel  ("20th/lllinois  Parcel")  through 
a  competitive  auction  and,  at  the  Port's  discretion,  other  sites  along  Illinois  Street)  are 
expected  to  quickly  pay  down  Developer  Capital  and  accumulated  returns.  As 
development  commences,  and  subject  to  financial  protections  to  be  negotiated  in  the 
DDA,  the  City  will  have  the  sole  option  to  issue  CFD  bonds  before  vertical  construction 
is  complete  to  fund  Site  infrastructure  and  public  amenities.  The  deal  structure  uses 
Land  Proceeds  in  the  form  of  prepaid  leases  to  minimize  use  of  Developer  Capital  and 
resulting  returns. 


To  pay  the  costs  associated  with  entitlement  and  horizontal  development,  the  financial 
analysis  estimates  the  following  sources  of  funding: 


Sources 

Amount 

Developer  Capital 

$22  million 

Prepaid  Lease  Payments 

18  million 

IFD  Bond  Proceeds 

169  million 

IFD  Pay-as-you-go 

54  million 

Total 

$263  million 

Uses 

Amount 

Project  Infrastructure 

$217  million 

Return  of  Developer  Capital 

22  million 

Return  on  Developer  Capital 

24  million 

Total 

$263  million 
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Fiscal  Feasibility 


If  the  Port  Commission  endorses  the  Term  Sheet,  the  next  step  in  review  of  the  Pier  70 
Waterfront  Site  Project  is  to  request  that  the  Board  of  Supervisors  also  endorse  the 
Term  Sheet  and  authorize  environmental  review  of  the  Project  by  finding  that  the 
Project  is  fiscally  feasible  as  required  under  Administrative  Code  Chapter  29.  In 
addition  to  the  Waterfront  Site,  the  fiscal  feasibility  review  analyzes  the  disposition  of  the 
20th/lllinois  Parcel,  because  its  disposition  is  directly  related  to  the  Project. 

Fiscal  feasibility  review  is  an  assessment  of  the  public  tax  revenues  generated,  jobs  and 
other  public  benefits  produced  and  public  capital  funds  required  to  be  invested  for  a 
proposed  project.  It  provides  policymakers  with  the  opportunity  to  assess  whether  the 
benefits  of  a  major  project1  warrant  the  public  investment  in  it  prior  to  the  City  expending 
the  resources  needed  to  undertake  environmental  review.  This  analysis  focuses  on  the 
General  Fund  impacts  of  the  Project. 


City  Benefits  Summary  (Waterfront  Site) 


Annual  ($m)  (1) 

Property  Taxes  to  IFD  or  City 

$10.7 

Other  Taxes  to  the  City  General  Fund 

$15.3 

Other  Restricted  City  Tax  Revenues  Fund  (2) 

$2.6 

Total  Fiscal  Benefits 

$28.7 

One-time  Development  Impact  Fees 

$91.2 

Construction  Jobs 

14,300 

Permanent  Jobs  at  buildout  (direct  &  indirect) 

12,800 

1 .  All  dollars  in  millions,  constant  201 3  dollars 

2.  The  Fiscal  Feasibility  report  also  contains  projections  for  City  tax  benefits  associated  with  the 
20,h/lllinois  Parcel. 

Fiscal  Benefits  to  the  City.  Attached  as  Exhibit  E  is  a  fiscal  feasibility  analysis  of  the 
Project  prepared  by  Economic  &  Planning  Systems,  Inc.  (EPS).  This  report  analyzes 
ongoing  revenues  to  the  City  including  new  receipts  from  Property,  Possessory,  Sales, 
Parking,  Hotel,  and  Gross  Receipts  taxes.  Based  on  the  land  use  program  proposed  in 
the  Term  Sheet,  the  Project  will  create  space  for  businesses  and  residents  and  those 
businesses,  workers,  and  residents  will  generate  on-going  revenues  to  the  City 
estimated  at  $28  million  a  year  when  fully  occupied.  The  disposition  of  the  20th/lllinois 
Parcel  will  generate  an  additional  $1  million  in  annual  revenue  to  the  City. 

A  portion  of  the  property  tax  revenues  will  be  allocated  to  construction  of  public  facilities 
and  infrastructure  on  the  Waterfront  Site  and  20th/lllinois  Parcel  through  the  use  of 
financing  districts.  In  concert  with  the  development  of  the  Project  the  City  will  also 
receive  one-time  benefits  from  Development  Impact  Fees  and  revenue  associated  with 


'  Defined  as  projects  greater  than  $25  million  with  over  $1  million  of  public  monies. 
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construction  of  the  Project.  These  one-time  revenues  are  estimated  to  be  $91  million  for 
the  Project  and  an  additional  $1 1  million  for  the  20th/lllinois  Parcel. 

Economic  Benefits  to  the  City.  The  Project  will  have  economic  impacts  that  benefit 
the  City's  overall  economy.  New  direct,  indirect,  and  induced  economic  activity  created 
by  the  construction  of  the  Project  is  projected  to  create  approximately  14,300  annual  full 
time  job  equivalents.  At  full  build-out,  the  Project  itself  is  projected  to  support  12,300 
permanent  direct  and  indirect  jobs.  The  20th/lllinois  Parcel  is  projected  to  create  700 
annual  full  time  job  equivalents  during  the  construction  period  and  50  permanent  jobs  at 
buildout. 

Direct  Benefits  to  the  City.  The  proposed  Project  will  include  a  number  of  public 
benefits  including  seven  acres  of  new  publicly  accessible  parks  and  open  spaces, 
bicycle  and  pedestrian  facilities,  rehabilitation  of  historic  buildings,  revitalization  of  an 
underutilized  portion  of  the  waterfront,  improved  public  waterfront  access,  delivery  of 
affordable  housing,  and  improvements  to  Port  property  including  protection  from  sea 
level  rise  and  seismic  events.  The  20th/lllinois  Parcel  will  also  contribute  affordable 
housing  exactions  and  contribute  to  the  broader  Pier  70  revitalization  effort. 

Cost  of  Construction.  The  Project  as  currently  proposed  will  cost  approximately  $1 .8 
billion  to  construct.  This  cost  estimate  includes  $1 .65  billion  for  vertical  building 
construction,  and  $155  million  for  new  infrastructure  and  public  facilities  as  described  in 
the  infrastructure  section  below.  The  total  development  cost  of  the  20th/lllinois  Street 
parcel  is  estimated  at  $95  million,  including  any  infrastructure  and  any  horizontal  site 
improvements. 

Available  Funding  for  the  Project.  Predevelopment,  infrastructure,  and  historic 
preservation  costs  for  the  Pier  70  Waterfront  Site  initially  will  be  privately  financed  with 
risk  capital  by  the  Master  Developer.  This  investment  will  be  reimbursed  and  the 
infrastructure  funding  potentially  augmented  by  several  sources,  including:  the 
appraised  value  of  the  improved,  developable  land;  proceeds  of  community  financing 
district  ("CFD")  debt  issuance;  and  the  proceeds  of  infrastructure  facilities  district  ("IFD") 
property  tax  increment  and  possibly  debt  issuance.  Private  risk  capital  will  be  used  for 
construction  of  all  residential  and  commercial  uses  and  for  the  20th/lllinois  Parcel, 
including  costs  for  building  design  and  construction,  City  impact  fees,  and  other  agency 
fees,  with  the  possible  exception  of  garages,  historic  buildings  and  certain  Innovation, 
Retail  and  Arts  uses  (described  in  the  Proposed  Development  section  below),  which 
may  have  certain  IFD-eligible  costs. 

Municipal  Debt  Load  to  be  Carried  by  the  City  or  the  Port.  Any  debt  obligations 
pertaining  to  municipal  bonds  will  be  secured  by  special  taxes  and  possessory  interest 
taxes  paid  by  the  Project  lessees  and  property  owners  and  will  not  obligate  the  City's 
General  Fund  or  the  Port's  Harbor  Fund.  The  IFD  property  tax  increment  may  be  used 
to  pay  for  infrastructure  directly,  repay  IFD  bonds,  or  to  pay  debt  service  on  CFD  bonds. 
The  Master  Developer  may  issue  its  own  debt  which  would  be  repaid  from  sources  of 
the  Master  Developer. 
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Long-Term  Operating  and  Maintenance  Costs.  The  Master  Developer,  its  affiliates 
or  joint-ventures,  third-party  developers  or  subtenants  will  be  responsible  for  operations 
and  maintenance  on  the  Waterfront  Site,  including  all  public  improvements  and  open 
space  for  the  term  of  the  ground  lease.  The  Term  Sheet  contemplates  a  CFD  special 
tax  structure  to  fund  maintenance  of  parks,  street  sweeping,  landscaping,  and  public 
rights-of-way,  assessed  and  administered  independently  from  the  infrastructure  CFD 
described  above.  City  departments,  including  the  San  Francisco  police  and  fire 
departments,  Municipal  Transportation  Agency  ("SFMTA"),  and  DPW,  will  have 
increased  service  responsibilities  associated  with  the  anticipated  population  and 
employment  increase  within  the  Project  Site.  The  fiscal  feasibility  report  provides 
additional  information  about  the  anticipated  additional  demands  for  services  and  cost 
estimates,  where  available.  The  cost  estimates  associated  with  these  services  will  be 
further  refined  through  the  course  of  the  California  Environmental  Quality  Act  ("CEQA") 
review  of  the  Project. 

Contract  Monitoring  Division 

Port,  City  and  Forest  City  staff  are  working  with  the  City's  Contract  Monitoring  Division 
(formerly  the  Human  Rights  Division)  to  establish  terms  for  maximizing  the  use  of  local 
disadvantaged  business  enterprises  ("LBE")  during  the  entitlement  and  approval  period. 
The  terms  are  expected  to  be  similar  to  those  approved  for  the  Seawall  Lot  337  and 
Pier  48  project.  Staff  intends  to  complete  this  work  by  the  May  28,  2013  Port 
Commission  meeting.  Forest  City  will  also  make  LBE  commitments  for  work  during 
construction,  which  will  be  incorporated  in  the  Disposition  and  Development  Agreement 
("DDA")  following  review  pursuant  to  CEQA. 

Noonan  Building  Artists 

The  Port's  Pier  70  Preferred  Master  Plan  included  a  preliminary  analysis  of  historic 
buildings  at  the  site,  and  established  a  policy  framework  for  prioritizing  which  buildings 
should  be  saved  at  Pier  70  (very  significant  and  significant  resources)  and  which 
buildings  would  either  be  saved  or  removed  (context  resources). 

The  Noonan  Building  (Building  11)  is  a  context  resource  that  has  served  as  a  hub  for 
local  artists'  studio  space  for  40  years.  The  Pier  70  Preferred  Master  Plan  proposed  the 
removal  of  the  Noonan  Building.  When  the  Master  Plan  was  being  finalized,  Port  staff 
met  with  Noonan  tenants  to  describe  the  basis  of  the  Master  Plan  and  the 
recommendation  to  remove  Building  1 1 . 

At  both  the  Port  Commission  meeting  on  May  14,  2013  and  the  Central  Waterfront 
Advisory  Group  meeting  on  May  15,  2013,  representatives  of  the  Noonan  Building 
tenants  testified  about  the  role  the  Noonan  artists  have  played  in  introducing  San 
Francisco  to  the  unique  space  at  Pier  70  (through  Open  Studios,  for  example)  and 
interpreting  Pier  70.  The  Noonan  tenants  expressed  a  strong  desire  to  remain  at  Pier 
70,  a  preference  for  the  Noonan  Building  to  be  preserved,  and  a  goal  for  the  Waterfront 
Site  to  include  space  for  artists  in  general. 
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Forest  City  met  with  certain  tenants  of  the  Noonan  Building  in  December  201 2  to  begin 
engaging  in  a  dialogue  about  what  new  Innovation,  Retail  and  Arts  space  could  look  like 
at  Pier  70  that  could  house  an  eclectic,  creative  mix  of  users  that  includes  the  Noonan 
Building  tenants  and  other  complementary  users.  Forest  City  and  City  staff  met  again 
with  representatives  of  the  Noonan  Building  on  May  20,  2013  to  confirm  their  mutual 
commitment  to  the  Noonan  Building  tenants  remaining  part  of  the  future  of  Pier  70.  At 
that  meeting,  Forest  City  made  the  following  commitment,  which  was  incorporated  in  the 
Term  Sheet  at  Forest  City's  request: 

•  Tenants  who  (i)  have  a  current  lease  with  the  Port  as  of  the  Term  Sheet 
endorsement  and  (ii)  remain  in  good  standing  until  the  Noonan  Building  needs  to 
be  removed  will  be  offered  space  of  a  similar  size  in  a  new  building  at  the 
Waterfront  Site;  and 

•  Rents  at  the  new  space  will  be  based  on  the  Port's  FY  2013-14  parameter  rent 
schedule  for  the  Noonan  Building  inflated  to  the  date  of  occupancy. 

Forest  City  welcomed  the  Noonan  tenants  to  participate  in  the  ongoing  visioning  of  the 
site,  including  identifying  areas  of  Pier  70  that  could  be  activated  to  start  building 
community  and  momentum  towards  the  actual  future  development. 

Forest  City's  offer  is  being  communicated  to  the  broader  community  of  Noonan  tenants 
as  of  the  drafting  of  this  report.  Preliminary  response  has  been  positive.  City  staff 
expects  that  representatives  of  the  Noonan  tenants  will  communicate  a  response  to  the 
Port  and  Forest  City  prior  to  the  Port  Commission  meeting  on  May  28,  2013. 

Other  Port  Tenants 

The  Waterfront  Site  is  home  to  a  variety  of  other  commercial  tenants,  including  several 
nonprofits.  Primary  uses  are  light  industrial  in  nature  and  include  warehousing,  storage, 
and  marshalling.  The  following  tenants  have  current  interim  leases  at  the  Waterfront 
Site: 

•  Affordable  Self  Storage,  Inc. 

•  Delancey  Street  Foundation,  Inc. 

•  Multicultural  Radio  Broadcasting,  Inc. 

•  Paul's  Stores,  Inc. 

•  SFCC  Parking  &  Traffic  (MTA)  &  TEGSCO,  LLC  ("AutoReturn") 

•  Sims  Group  USA  Corporation 

•  SomArts 

Port  staff  will  reach  out  to  Waterfront  Site  tenants  on  a  periodic  basis  during  the 
entitlement  phase  of  the  Project  to  inform  them  of  progress  and  examine  how  Project 
phasing  may  affect  their  current  leaseholds. 

In  other  major  projects  that  have  resulted  in  a  need  to  relocate  Port  tenants,  including 
the  Ferry  Building  and  the  34th  America's  Cup,  the  Port  has  a  good  track  record  of 
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working  with  tenants  during  the  relocation  process,  often  resulting  in  tenants  relocating 
to  other  areas  of  Port  property. 

Southern  Waterfront  Beautification  Policy 

In  2007,  the  Port  Commission  adopted  a  Southern  Waterfront  Beautification  Policy2 
designed  to  provide  funding  for  and  promote  physical  and  economic  improvements  to 
the  Port's  southern  waterfront,  in  the  area  from  Mariposa  Street  in  the  north  to  India 
Basin  in  the  south.  The  policy  affects  new  leasing  in  this  area,  and  requires  lessees  to 
beautify  their  lease  areas;  implement  Good  Neighbor  policies;  promote  job  training; 
reduce  emissions  of  air  contaminants;  use  low  impact  design  and  other  "green" 
stormwater  infrastructure;  employ  a  large  percentage  of  the  managers  and  staff  at  the 
site  who  live  in  the  local  neighborhood  or  community;  use  Local  Truckers  (as  defined  by 
the  City  ordinance);  and  use  Local  Businesses  (also  as  defined  by  City  ordinance) 
within  the  Potrero  Hill  and  Bayview  Hunters  Point  Neighborhoods. 

The  policy  also  establishes  a  Southern  Waterfront  Community  Benefits  Fund  with 
proceeds  from  a  portion  of  revenues  established  by  the  Port  Commission  from  leases 
subject  to  the  policy  to  fund:  open  space;  wetland  restoration;  pier  removal;  public  art; 
historic  preservation;  and  other  uses  approved  by  the  Port  Commission. 

The  policy  permits  the  Port  Commission,  when  authorizing  an  Exclusive  Negotiating 
Agreement  for  purposes  of  development  like  that  contemplated  at  Pier  70,  to  establish 
goals  that  may  differ  from  the  policy.  The  Pier  70  Preferred  Master  Plan  incorporates 
the  Port  Commission's  Southern  Waterfront  Beautification  Policy  goals  with  respect  to 
Pier  70. 

As  described  in  the  May  14,  2013,  Pier  70  Waterfront  Site  staff  report,  Forest  City  will 
implement  a  Jobs  and  Equal  Opportunity  Program  designed  to  ensure  that  a  portion  of 
the  jobs  and  contracting  opportunities  generated  by  the  Project  be  directed,  to  the 
extent  possible  to  local,  small,  and  economically  disadvantaged  companies  and 
individuals  -  a  further  commitment  to  the  Port  Commission's  policy  goals  in  enacting  the 
Southern  Waterfront  Community  Benefits  Policy. 

In  response  to  further  Port  Commission  direction,  Port  staff  will  apply  the  set-aside  of 
Port  funds  to  the  Southern  Waterfront  Community  Benefits  Fund  to  1)  any  new  interim 
lease  revenues  from  Pier  70  and  2)  future  development  revenues  from  the  Waterfront 
Site  and  the  20th  Street/Illinois  Parcel  in  amounts  proportional  to  current  published  rates 
for  as  long  as  the  policy  is  in  effect. 


2  For  a  copy  of  the  Southern  Waterfront  Community  Benefits  policy,  please  see: 

http://www.sfport.com/ftp/uploadedfiles/meetinqs/supportinq/2007/ltem10aAttachmentPolicvforSouthernW 
aterfrontBeautification(1).pdf 
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SECTION  2.  REVISED  TEXT  OF  MAY  14,  2013  STAFF  REPORT 


Below,  with  the  exception  of  the  Next  Steps  and  Recommendation  sections,  staff  has 
included  the  text  of  the  February  22,  2013  staff  report  with  minor  changes,  including  a 
revised  table  of  terms,  to  reflect  the  final  Term  Sheet. 

BACKGROUND 

Pier  70  encompasses  69  acres  roughly  bounded  by  Mariposa,  Illinois,  and  22nd  Streets 
and  the  San  Francisco  Bay  along  San  Francisco's  Central  Waterfront.  The  Pier  70  area 
includes  Piers  68  and  70  and  Seawall  Lots  349  and  3492.  BAE  San  Francisco  Ship 
Repair  Inc.  ("BAE")  operates  the  Port's  ship  repair  facility  on  a  portion  of  the  site. 
Outside  of  the  BAE  lease  area,  there  are  25  buildings  on  Pier  70,  1 1  of  which  are 
currently  occupied.  The  Noonan  Building  houses  approximately  a  dozen  artist  studios. 
Other  Pier  70  tenants  include  Delancey  Street,  Affordable  Self  Storage,  Paul's  Stores, 
Multicultural  Radio,  Sims  Metals  and  the  San  Francisco  Municipal  Transportation 
Agency's  tow  yard  operated  by  AutoReturn,  which  will  soon  be  leaving  Pier  70. 

In  April  2010,  the  Port  Commission  endorsed  the  Pier  70  Master  Plan.  The  Master  Plan 
contains  goals  that  complement  and  expand  on  policies  contained  in  the  San  Francisco 
Planning  Department's  Central  Waterfront  Area  Plan,  part  of  the  City's  Eastern 
Neighborhoods  Plan. 

Pier  70  is  comprised  of  several  related  yet  distinct  sub-areas.  These  sub-areas  include 
the  Shipyard,  which  is  leased  to  BAE;  the  Cove,  which  comprises  the  northwest  corner 
of  Pier  70  and  includes  several  development  sites  and  the  proposed  Crane  Cove  Park; 
the  20th  Street  Historic  Core,  which  is  the  focus  of  a  term  sheet  between  the  Port  and 
Orton  Development  Inc.  to  rehabilitate  six  historically  significant  buildings;  the  Hill,  which 
includes  the  20th/lllinois  Parcel,  the  remainder  of  Irish  Hill,  and  property  owned  by 
Pacific  Gas  and  Electric  ("PG&E")  at  Illinois  Street  and  22nd  Street  (the  "Hoe  Down 
Yard"),  which  the  Port  is  negotiating  an  option  to  acquire  under  a  separate  transaction 
with  PG&E;  and  the  Waterfront  Site.  These  subareas  are  further  detailed  in  the 
September  20,  2012  Port  Commission  staff  report,  detailing  the  Port's  progress  at  Pier 
70.3 

The  Waterfront  Site,  located  in  the  southeast  quadrant  of  Pier  70,  is  the  largest  of  these 
subareas  and  is  the  principal  opportunity  area  for  new  development  at  Pier  70.  On 
May  1 1 ,  2010,  the  Port  Commission  authorized  a  Request  for  Qualifications  ("RFQ")  to 
select  a  developer  for  the  Waterfront  Site. 

In  April  201 1 ,  the  Port  Commission  selected  Forest  City  as  the  Master  Developer  of  the 
Waterfront  Site  and  in  July  201 1  approved  an  Exclusive  Negotiation  Agreement  with 
Forest  City  (the  "ENA").  The  ENA  between  the  Port  and  Forest  City  outlines  a  two- 
phase  approach  to  completing  the  project  negotiations.  The  ENA  requires  the  Master 


3  A  copy  of  the  Pier  70  Plans  to  Progress  staff  report  and  exhibits  may  be  found  at: 
http://www.sf  port.  com/modules/showdocument.aspx?documentid=4723 
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Developer  to  craft  a  project  proposal  based  on  due  diligence  and  community  input  and 
to  receive  endorsement  from  the  Port  Commission  and  the  Board  on  business  terms  for 
the  project,  articulated  as  a  non-binding  Term  Sheet  between  the  Port  and  the  Master 
Developer,  in  Phase  1 .  The  Port  Commission  heard  an  informational  item  on  this  Term 
Sheet  on  May  14,  2013  and  will  be  asked  to  vote  on  whether  to  endorse  the  Term  Sheet 
at  the  subsequent  Commission  meeting  on  May  28,  2013. 

Phase  2 

Phase  2  of  the  predevelopment  process  will  subsequently  commence  and,  according  to 
the  ENA,  may  last  three  years.  During  Phase  2,  the  Master  Developer  will  be  required  to 
complete  the  Project  entitlements,  including  environmental  review  and  approvals  by  all 
necessary  regulatory  agencies.  Phase  2  will  culminate  in  the  approval  of  final 
transaction  documents  by  the  Port  Commission  and  Board,  where  necessary.  These 
documents  will  include  a  disposition  and  development  agreement  ("DDA")  which  will 
include  a  development  phasing  plan  and  series  of  long-term  leases  and,  most  likely, 
parcel  sale  transactions. 

Several  policies  have  been  adopted  at  the  City  and  State  levels  to  facilitate  the 
development  of  Pier  70  including  Proposition  D  ("Prop  D")  a  Charter  amendment 
(codified  primarily  at  sections  B7.310-B7.320)  authored  by  Supervisor  Maxwell  and 
adopted  by  voters  in  2008. 

The  Conceptual  Land  Use  Plan  for  the  Project  attached  as  Exhibit  F,  applicable 
provisions  of  the  Term  Sheet,  and  the  proposed  Special  Use  District  ("SUD")  will  be 
used  as  the  basis  for  the  proposed  Prop  D  Land  Use  Plan.  The  parties  will  submit  the 
Prop  D  Land  Use  Plan  to  the  Port  Commission  and  the  Board  for  approval  concurrently 
with  the  Transaction  Documents. 

In  addition,  Master  Developer  will  assist  the  Port  in  preparing  a  Prop  D  Financing  Plan. 
The  parties  will  agree  on  whether  the  Port  will  submit  the  Prop  D  Financing  Plan  to  the 
Board  for  consideration  concurrently  with  or  after  the  Transaction  Documents.  Before 
the  parties  complete  the  Prop  D  Land  Use  Plan,  the  Port  will  determine  the  need  for  a 
Prop  D  Financing  Plan  for  Pier  70  public  benefits  outside  the  Waterfront  Site,  which  may 
include  open  space,  historic  rehabilitation,  or  transit  serving  Pier  70. 

Public  Trust  Swap 

Portions  of  Pier  70  are  historic  uplands  that  were  never  submerged  tidelands  subject  to 
the  public  trust.  To  address  the  land  use  restrictions  and  title  uncertainties  associated 
with  Pier  70's  patchwork  of  trust  and  non-trust  parcels,  Port  staff  sought  legislation 
authored  by  Assemblymember  Tom  Ammiano  to  address  the  public  trust  at  Pier  70 
(AB  418,  201 1).  AB  418  allows  the  State  Lands  Commission  ("State  Lands")  to  approve 
a  public  trust  exchange  to  reorient  which  of  Pier  70's  lands  are  subject  to  the  trust  and 
are  free  of  the  trust. 

Port  and  Forest  City  staff  have  initiated  preliminary  discussions  with  State  Lands  staff 
about  a  proposed  trust  exchange  that  would  reorient  all  of  the  Waterfront  Site's 
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development  parcels  as  non-trust  parcels  (Exhibit  G).  In  exchange,  the  trust  would  be 
impressed  upon  equivalent  land  within  Pier  70,  including  waterfront  park  areas  and  trust 
streets  within  the  Waterfront  Site.  This  public  trust  swap  would  vastly  improve  the 
Waterfront  Site's  ability  to  attract  development  while  improving  the  quality  and 
orientation  of  the  public  trust  within  Pier  70  by  reorganizing  the  trust  over  the  Shipyard, 
park  areas  and  streets  to  access  these  areas.  After  the  Waterfront  Site  development 
parcels  are  removed  from  the  trust,  the  Port  may  sell  or  ground  lease  them  without 
public  trust  limitations  on  use,  sale,  or  length  of  lease.  Under  AB  418,  all  revenues  from 
these  parcels  must  be  deposited  into  the  Harbor  Fund  and  used  for  trust  uses. 

Removing  the  Waterfront  Site's  development  parcels  from  the  trust  will  enable  the  Port 
Commission  and  the  Board  to  consider  sale  of  portions  of  the  Waterfront  Site  and  to 
lease  other  areas  of  the  Waterfront  Site  for  periods  of  up  to  99  years,  as  further 
discussed  under  Deal  Structure  below. 

DEVELOPER  EXPERIENCE 

Forest  City  California  Development,  Inc.  is  a  subsidiary  of  Forest  City  Enterprises,  Inc.  a 
90-year  old,  public  traded  real  estate  development  company.  As  noted  in  the  Port 
Commission  staff  report  dated  April  7,  201 1 ,4  Forest  City  is  highly  qualified  to  develop 
the  Waterfront  Site  due  to  substantial  experience  with  projects  of  similar  scope  and 
scale,  including  the  Washington  Naval  Yards  (waterfront  site  near  a  working  naval 
yard),  University  Park  at  MIT  (technology  campus  on  a  land  lease  from  Massachusetts 
Institute  of  Technology),  and  the  Presidio  Landmark  (thoughtful  new  construction  in  a 
historic  district).  Forest  City  has  strong  experience  in  public/private  partnerships,  historic 
preservation,  and  new  construction  within  historic  districts.  Forest  City  staff  dedicated  to 
the  Waterfront  Site  includes  both  local  staff  with  expertise  in  large-scale,  public/private 
San  Francisco  development  projects  and  senior  staff  with  relevant  specialized  expertise 
nationwide.  A  description  of  Forest  City's  excellent  financial  capacity  can  be  found  in  the 
Updates  section  above. 

PUBLIC  OUTREACH 

Forest  City  has  conducted  a  lengthy  community  outreach  effort,  reaching  out  to  over 
1 ,000  individuals  from  the  community  and  various  stakeholders,  to  better  understand 
the  site  and  surrounding  neighborhood,  potential  users  of  the  site  and  the  goals  of 
community  stakeholders.  As  part  of  this  outreach,  the  Master  Developer  has  met  with 
representatives  of  the  following  organizations  and  stakeholder  groups: 

•  Dogpatch  Neighborhood  Association 

•  Potrero  Boosters 

•  Potrero  Hill  Neighborhood  House 

•  Potrero  Dogpatch  Merchants  Association 

•  Noonan  Building  Artists,  at  community-wide  meetings 


4  A  copy  of  the  April  7  Port  Commission  Item  9A  staff  report  and  exhibits  may  be  found  at: 
http://www.  sfport.com/index.  aspx?page=1 774 
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•  Bethlehem  Shipyard  Museum 

•  Market  Street  Railways 

•  Mayor's  Office  of  Civic  Innovation 

•  Manufacturers  and  "makers"  operating  out  of  the  American  Industrial  Center, 
located  adjacent  to  Pier  70  and  elsewhere  in  the  Dogpatch  neighborhood 

•  Local  business  owners 

•  Cultural  institutions  and  innovators  (Museum  of  Craft  and  Design,  La  Piccola 
Scoula,  Romer  Young  Gallery,  Dogpatch  Howler,  SoMaArts,  GAFFTA, 
TechShop,  Seedling  Project,  Flux,  Intersection  for  the  Arts,  DEGW,  Fare 
Resources,  Gensler,  BurningMan),  and  local  artist  Wendy  McNaughton,  who 
researched  and  visually  represented  the  character,  values,  and  priorities  of  the 
Dogpatch  neighborhood  and  the  people  who  live  and  work  there. 

As  plans  for  the  Waterfront  Site  have  evolved,  the  Master  Developer  has  also  made 
presentations  to  members  and/or  leaders  of  following  community  groups: 

•  Port  of  San  Francisco  Central  Waterfront  Advisory  Group 

•  Dogpatch  Neighborhood  Association 

•  Potrero  Boosters 

•  BAE  Ship  Repair 

•  American  Industrial  Center 

•  San  Francisco  Bicycle  Coalition 

•  San  Francisco  Housing  Action  Coalition 

•  SF  Architectural  Heritage  (Issues  Committee) 

•  Port  Commission 

•  California  State  Lands  Commission 

•  Bay  Conservation  and  Development  Commission 

The  Project  team  has  also  held  three  community  open  houses  on  plans  for  the 
Waterfront  Site,  attracting  approximately  600  attendees.  These  open  houses  have 
consisted  of  site  tours,  presentations  on  the  proposed  Project  design  and  vision,  and 
opportunities  to  provide  feedback  on  the  ideas  being  presented.  This  feedback  has 
informed  and  improved  Forest  City's  concept  plan  ("Waterfront  Site  Plan"  or  "Plan"). 

LAND  USE  PROGRAM  SUMMARY 

Utilizing  the  Port's  Pier  70  Preferred  Master  Plan5  as  a  basis  for  developing  the 
Waterfront  Site's  land  use  plan,  Master  Developer  has  refined  the  Preferred  Master's 
Plan's  concept  while  continuing  to  meet  its  goals.  In  developing  the  Waterfront  Site 
Plan,  Forest  City  conducted  extensive  and  comprehensive  due  diligence.  In  addition  to 
conducting  the  extensive  community  outreach  described  in  the  previous  section,  the 
Master  Developer  studied  real  estate  market  conditions  and  completed  detailed 
infrastructure  analyses  and  cost  analyses. 


5  See  January  27,  2013  Port  Commission  Staff  Report  on  Forest  City  Concept  Plan  and  Pier  70  Preferred 
Master  Plan  http://www.sfport.com/modules/showdocument.aspx?documentid=5294 
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Forest  City  also  completed  user  and  industry  research  to  explore  how  today's  most 
innovative  companies  and  workplaces  are  changing  the  form  of  commercial 
development.  They  examined  these  companies,  which  are  among  the  types  of  tenants 
Forest  City  hopes  to  attract  to  the  Waterfront  Site,  and  their  desire  to  locate  in  urban 
environments  that  contain  a  broad  mix  of  creative  and  cultural  uses  and  authentic 
character. 

Based  on  this  research,  the  Master  Developer  established  a  series  of  "Principles  of 
Place"  to  guide  the  creation  of  a  neighborhood  that  reflects  the  type  of  experiences, 
activities,  uses,  and  sensibility  that  community  stakeholders  desire  for  the  Pier  70 
waterfront.  Calling  for  a  vibrant,  authentic  place  with  character  similar  to  that  of  the 
adjacent  Dogpatch  neighborhood,  these  principles  are  consistent  with  the  Port 
Commission's  Master  Plan  for  Pier  70  and  include: 

•  Integrate  the  industrial  past  and  rich  history  of  the  site 

•  Build  sufficient  density  to  support  an  active,  locally-inspired  waterfront  experience 

•  Include  a  mix  of  uses,  reflecting  the  best  of  San  Francisco's  unique 
neighborhoods 

•  Create  spaces  for  the  art,  making,  and  design  communities 

Building  on  these  principles,  the  Master  Developer  has  developed  a  conceptual-level 
plan  for  the  Waterfront  Site.  This  Plan  calls  for  mixed-use  development  that  includes 
new  waterfront  parks,  commercial  office  space,  traditional  retail  and  space  for  artists, 
makers,  cultural  events  and  other  creative  sector  users,  as  well  as  the  addition  of 
housing.  The  Port  and  Master  Developer  anticipate  that  the  Project  will  continue  to 
evolve  through  modifications  made  through  the  environmental  review  process,  the 
public  review  processes  and,  with  regard  to  the  final  mix  of  commercial  and  residential 
uses,  to  market  demands. 

Land  Use  Program 

The  Master  Developer  proposes  dividing  the  Waterfront  Site  into  20  to  25  buildable 
parcels  which  would  be  developed  as  a  mix  of  commercial/office,  retail,  residential  and 
parking  uses.  The  Project  will  also  include  an  "Innovation,  Retail  and  Arts"  use,  which 
will  include  local-serving  retail,  arts  and  culture,  small  scale  production,  and  market  hall 
uses.  These  uses  will  permeate  the  street  level  environment,  activating  the  Site  and 
creating  distinct  character,  which  in  turn  will  make  the  Waterfront  Site  a  more  attractive 
place  to  live  and  work. 

The  Project  is  proposed  to  include  up  to  3.25  million  gross  leasable  square  feet  ("gsf") 
of  above-grade  development,  comprised  of  newly  constructed  buildings  ("Vertical 
Development")  and  historic  rehabilitation  of  existing  industrial  buildings  (the  "Historic 
Improvements")  consistent  with  the  Secretary  of  the  Interior's  Standards  for  the 
Treatment  of  Historic  Properties  (the  "Secretary's  Standards").  This  figure  does  not 
include  square  footage  allocated  to  accessory  and  district  parking  or  the  20th/lllinois 
Parcel. 

The  Term  Sheet  establishes  the  Vertical  Development  program  at  build-out  as: 
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a)  Residential:  950  units  in  approximately  800,000  gsf  of  space,  which  may 
increase  under  the  flexible  zoning  described  under  Site  Zoning  below 

b)  Commercial,  including  Class  A  office  and  research  and  development  space:  up 
to  2.25  million  gsf,  adjusted  according  to  the  amount  of  residential  and  other 
commercial  uses  constructed  at  the  site 

c)  Innovation,  Retail  and  Arts:  up  to  400,000  gsf,  including  up  to  1 20,000  gsf  of 
retail/arts  or  ancillary  space  in  Buildings  E-1 A  and  E-1 B  and  space  in  the  ground 
floors  of  commercial  and  residential  parcels 

The  Term  Sheet  establishes  the  Historic  Improvements  program  as: 

d)  Buildings  1 2  and  21 :  approximately  1 1 5,000  gsf  of  retail/arts  or  ancillary  space 
and  approximately  60,000  gsf  of  commercial  office  use 

e)  Building  2:  approximately  1 10,000  square  feet  of  residential  development  (about 
120  units) 

Open  Spaces,  Parks  and  Recreation 

The  Project  will  include  approximately  7  acres  of  new  publicly  accessible  open  space 
that  connects  the  Waterfront  Site  with  surrounding  neighborhoods  and  the  waterfront. 
The  land  use  concept  envisions  these  parks  as  a  series  of  four  open  space  "rooms." 
These  open  spaces  will  benefit  from  adjacent  new  indoor  uses  that  will  attract  visitors 
and,  in  some  cases,  help  activate  the  opens  spaces. 

The  overall  open  space  program  is  designed  to  complement  the  adjacent  system  of 
waterfront  open  spaces  (the  Blue  Greenway/Bay  Trail)  and  will  be  designed  so  that  the 
"rooms"  can  be  programmed  distinctly  but  can  also  be  experienced  together  as  a  single 
large  open  space.  These  park  spaces  will  function  as  follows: 

1 .  Market  Square  will  be  a  courtyard-type  open  space  bounded  by  two  of  the 
Waterfront  Site's  historic  resources,  Buildings  2  and  12.  Market  Square  will  be 
the  most  intimate  open  space  at  the  Waterfront  Site  and  will  be  activated  by  the 
adaptive  reuse  of  Building  12.  It  will  connect  to  the  future  Machine  Shop 
Courtyard  Open  space  planned  for  the  Historic  Core  district  of  Pier  70  (being 
developed  by  Orton  Development).  Market  Square  is  designed  to  accommodate 
special  events  and  market  days,  which  will  complement  the  adjacent  production 
uses  and  help  activate  the  open  space. 

2.  Slipways  Commons  will  be  the  primary  open  space  that  connects  the  Waterfront 
Site's  historic  resources  to  the  waterfront.  Slipways  Commons  will  be  a 
significant  design  feature  of  the  Pier  70  Waterfront  Site  and  generally  aligns  with 
the  former  World  War  II  slipways  that  connect  the  water  to  Building  1 2.  The 
Innovation,  Retail  and  Arts  ground  floor  uses  adjacent  to  this  open  space  will 
help  activate  the  open  space. 

3.  The  Point  will  be  a  shoreline  open  space  that  connects  with  an  extended 

20th  Street  to  the  North  and  Slipways  Commons  to  the  south  This  space  will  be  a 
contemplative  open  space  that  offers  great  views  to  the  ship  repair  dry  dock 
operations  and  City  skyline.  The  Blue  Greenway  will  be  aligned  through  this  open 
space. 
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4.  Slipway  Promenade  will  be  another  shoreline  open  space  that  connects  to 
Slipway  Commons  to  the  north  and  is  accessible  at  the  terminus  of  an  extended 
22nd  Street.  This  open  space  will  include  the  exposed  ends  of  former  slipways, 
which  extend  into  the  Bay  and  offer  vistas  of  the  Bay  and  City  skyline.  The 
Slipway  Promenade  will  also  be  activated  by  ground  floor  retail,  including 
restaurants  and  cafes.  The  Blue  Greenway  alignment  will  be  through  this  open 
space,  which  is  designed  to  connect  with  the  future  shoreline  open  space  to  be 
built  at  the  former  Potrero  Power  Plant  site  as  part  of  that  site's  redevelopment. 

In  addition  to  the  open  spaces  described  above,  the  Waterfront  Site's  design  includes  a 
series  of  small  plaza  areas  adjacent  to  the  historic  buildings  and  more  active 
recreational  uses  on  the  rooftops  of  parking  garages  adjacent  to  Irish  Hill.  The 
development  of  these  parks  and  open  spaces  will  be  distributed  among  the  Project 
phases  to  assure  completion  is  concurrent  with  the  completion  of  adjacent  vertical 
development. 

Parks  and  open  spaces  will  be  owned  by  and  remain  under  the  jurisdiction  of  the  Port 
and  will  be  programmed  by  Developer,  subject  to  Port  approval  and  conditions  of  the 
San  Francisco  Bay  Conservation  and  Development  Commission  ("BCDC")  major  permit 
applicable  to  the  Waterfront  Site.  Maintenance  of  the  parks  and  open  spaces  is 
proposed  to  be  funded  by  Mello-Roos  special  taxes  imposed  on  privately-owned  and 
occupied  land  and  buildings  on  the  Waterfront  Site. 

Historic  Resources 

The  Master  Developer's  plan  for  the  Waterfront  Site  is  consistent  with  the  Port's  plan  for 
the  treatment  of  the  historic  resources  at  Pier  70.  The  Port's  Pier  70  Master  Plan 
includes  a  historic  preservation  strategy  based  on  extensive  research  regarding 
Pier  70's  eligibility  as  a  National  Register  Historic  District.  The  Port  has  prepared  the 
required  nomination  to  the  National  Register  of  Historic  Places.  The  Port  will  take  the 
lead  in  securing  the  historic  district  designation,  which  will  allow  access  to  historic 
preservation  funding  sources  and  provide  a  framework  for  preservation  and 
revitalization  of  the  district.  The  Pier  70  Master  Plan  recognizes  that  significant  new 
development  is  required  to  fund  the  historic  preservation  and  establishes  design 
guidelines  to  integrate  that  new  development  with  historic  preservation. 

The  Plan  anticipates  that  some  existing  historic  buildings  will  need  to  be  removed  from 
the  Waterfront  Site  and  that  others  can  benefit  from  adding  useable  floor  area.  At  the 
Waterfront  Site,  Buildings  2,  12,  and  21 ,  which  total  approximately  260,000  square  feet, 
will  be  preserved.  Their  rehabilitation  must  comply  with  both  the  Secretary's  Standards 
and  the  overall  vision  for  the  Pier  70  National  Register  Historic  District. 

These  buildings  will  provide  the  foundation  for  an  authentic,  interesting,  and  attractive 
place  that  preserves  historic  neighborhood  character,  but  urban  design  is  also  critical  to 
achieving  these  historic  district  goals.  The  Pier  70  Preferred  Master  Plan's  Infill  Design 
Criteria  include  guidelines  for  preserving  and  highlighting  historic  qualities  including  the 
landscape,  Bay  shoreline,  and  the  urban  and  industrial  pattern  of  streets,  rail  lines, 
slipways,  and  docks.  The  Waterfront  Site  has  been  designed  with  special  attention  to 


-22- 


these  considerations.  The  Project's  proposed  development  density  will  further  highlight 
the  Waterfront  Site's  historic  character  by  restoring  the  Site  to  historic  population  levels. 

District  Parking 

Up  to  three  of  the  Waterfront  Site's  parcels  will  hold  structured  parking  ("District 
Parking"  facilities)  totaling  approximately  1 ,200  parking  spaces.  A  portion  of  these 
parking  spaces  will  be  allocated  to  the  occupants  of  buildings  that  contain  no  parking  or 
insufficient  parking.  This  District  Parking  approach  will  reduce  the  Project's  costs,  as 
parking  spaces  within  parking  structures  can  be  built  in  later  Project  phases  and  are 
less  costly  to  build  than  parking  spaces  in  mixed-use  buildings,  which  in  turn  will  make 
the  underlying  Port  land  more  valuable.  Because  the  District  Parking  will  be  provided  in 
three  separate  garage  structures,  the  Port  and  Forest  City  will  be  able  to  periodically  re- 
examine parking  needs  and  consider  reduced  parking  ratios  in  later  phases  if  justified 
by  improvements  in  transit  service  to  Pier  70.  Reducing  total  parking  would  further 
reduce  project  costs  in  addition  to  supporting  the  City's  transportation  goals  and  allow 
the  required  land  to  be  used  for  other  residential  or  commercial  development.  The 
Term  Sheet  also  provides  that  if  the  Port  identifies  additional  funding,  the  District 
Parking  Facilities  may  be  increased  in  size  to  accommodate  other  Pier  70  parking 
needs,  such  as  parking  for  the  20th  Street  Historic  Core. 

The  final  transaction  documents  will  include  an  agreement  on  how  District  Parking 
Facilities  will  be  financed,  owned,  and  managed.  The  Term  Sheet  describes  a  preferred 
public  financing  strategy  for  the  District  Parking  Facilities  and  several  other  financing 
strategies  that  the  parties  will  continue  to  explore  until  the  final  Transaction  Documents 
are  prepared.  Each  of  these  strategies  contemplates  Port  control  of  the  garages  once 
any  Master  Developer  capital  has  been  repaid,  with  a  reasonable  return. 

Affordable  Housing 

New  rental  housing  built  for  the  Project  will  meet  City  inclusionary  housing 
requirements.  The  Port  and  Master  Developer  will  explore  the  feasibility  of  producing 
80/20  tax  credit  projects  in  which  individual  residential  rental  buildings  would  include 
20%  inclusionary  housing.  The  tax  credits  would  enable  the  Project  to  deliver  a  greater 
number  of  affordable  onsite  units  without  increasing  costs. 

The  Master  Developer  will  continue  to  work  with  the  City,  including  the  Mayor's  Office  of 
Housing,  to  develop  a  preferred  affordable  housing  strategy  for  possible  condominium 
development  and  to  explore  other  alternative  ways  to  meet  affordable  housing 
requirements.  Regardless  of  what  types  and  percentages  of  affordable  housing  the 
Project  provides,  that  affordable  housing  must  be  delivered  in  a  balanced  manner 
throughout  the  phasing  of  the  Project. 

Transportation  Demand  Management  Plan 

The  Master  Developer  will  coordinate  with  the  Port  and  other  Port  Pier  70  tenants  to 
implement  a  Transportation  Demand  Management  Plan  that  provides  a  comprehensive 
strategy  to  manage  the  transportation  demands  created  by  the  Project.  The  mixed-use 
nature  of  the  Project's  land  use  program,  the  transit  options  in  the  Central  Waterfront, 
and  the  Waterfront  Site's  proximity  to  transportation  resources  and  services  support  an 
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overall  strategy  of  reducing  single-occupancy  vehicle  trips  and  vehicle  miles  traveled. 
The  Project  will  foster  multiple  modes  of  sustainable  transportation  and  emphasize 
pedestrian,  bicycle,  and  public  transit  options.  The  Master  Developer  and  the  Port  will 
also  work  with  SFMTA  to  explore  opportunities  for  enhanced  transit  service  that  serves 
the  entirety  of  the  Pier  70  district  as  well  as  the  growing  Dogpatch  neighborhood. 

Jobs  and  Equal  Opportunity  Program 

The  Master  Developer  and  the  Port  anticipate  that  the  build-out  of  the  Project  will  create 
thousands  of  construction  and  permanent  jobs  and  that  the  planning,  design,  and 
construction  work  will  provide  substantial  contracting  opportunities  for  local  contractors 
and  professional  service  firms  as  well  as  countless  businesses,  employers,  and 
organizations.  The  Master  Developer  will  implement  a  Jobs  and  Equal  Opportunity 
Program  designed  to  ensure  that  a  portion  of  the  jobs  and  contracting  opportunities 
generated  by  the  Project  be  directed,  to  the  extent  possible  (based  on  the  type  of  work 
required  and  consistent  with  collective  bargaining  agreements),  to  local,  small,  and 
economically  disadvantaged  companies  and  individuals. 

Site  Zoning 

The  Master  Developer  and  the  Port  will  work  with  the  Planning  Department  to  establish 
the  development  parameters  for  the  Project  through  a  Special  Use  District  ("SUD"), 
which  will  be  incorporated  into  the  City's  Planning  Code  after  environmental  review  is 
complete  and  the  Project  has  been  approved  by  appropriate  Port  Commission,  Planning 
Commission,  Board,  and  other  regulatory  actions.  The  Waterfront  Site  is  currently 
zoned  M-2  (Heavy  Industrial). 

A  critical  element  of  the  design  proposal  for  the  Project  is  the  need  for  flexibility  to 
respond  to  future  market  demands.  The  proposed  SUD  will  designate  certain  parcels  as 
residential,  certain  parcels  as  commercial,  and  certain  parcels  to  be  zoned  flexibly  to 
respond  to  future  market  conditions,  subject  to  a  Waterfront  Site-wide  maximum  of 
3.25  million  gsf. 

Master  Developer  intends  to  propose  that  the  SUD  establish  the  following  for  the 
Waterfront  Site,  among  other  controls  on  development: 

(i)  permitted  uses,  including  flexible  zoning  to  permit  designated  Development 
Parcels  to  be  developed  for  either  commercial  or  residential  uses  to  allow  for 
development  that  responds  to  market  conditions6; 

(ii)  height  limits  ranging  from  30  feet  to  230  feet; 

(iii)  building  controls  regarding  density,  massing,  and  tower  separation;  and 


6  Master  Developer  and  Port  will  examine  different  flexible  zoning  arrangements  during  the  Project 
entitlement  phase,  including  Project  variants  with  up  to  2,000  residential  units  and  corresponding 
reductions  in  commercial  space  within  the  sitewide  maximum  development  envelope  of  3.25  million  gsf  of 
space.  These  Project  variants  will  be  subject  to  public  review  during  the  entitlement  phase. 
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(iv)     parking  controls  consistent  with  the  parking  ratios  described  in  the  Term 
Sheet. 

A  key  design  tenet  is  to  retain  lower-scale  buildings  over  the  slipways  and  to  consider 
how  best  to  locate  height  in  relation  to  historic  structures,  open  space,  and  the 
waterfront,  while  also  incorporating  the  density  necessary  to  support  required 
infrastructure  costs,  project  feasibility,  and  foot  traffic.  To  retain  this  required  density,  a 
limited  number  of  taller  structures  of  up  to  230  feet  in  height  could  be  located  on  the 
Waterfront  Site,  within  identified  height  zones.  Community  design  engagement  is 
ongoing  and  will  further  assist  in  defining  the  heights,  which  will  likely  be  represented  in 
the  SUD  as  ranges  corresponding  to  particular  uses  and  parcels. 

Master  Developer  will  work  with  Planning  and  Port  staff  to  develop  design  guidelines  for 
development  parcels  included  in  the  SUD  that  will  inform  design  review.  Following 
Planning  Commission  and  Board  approval  of  the  SUD  and  related  actions,  the  Port  staff 
will  request  Port  Commission  actions  to  amend  the  Waterfront  Land  Use  Plan  to 
incorporate  the  SUD's  development  controls  and  limitations  and  the  Waterfront  Design 
and  Access  Element  of  the  Waterfront  Land  Use  Plan  to  incorporate  design  and  design 
review  guidelines  for  the  developable  parcels  in  the  SUD. 

Sustainability 

The  Master  Developer  will  implement  a  Sustainability  Plan  that  will  provide  a 
comprehensive  strategy  for  the  Project  to  exhibit  the  concepts  and  practices  of 
sustainable  community  development  throughout  the  lifespan  of  the  Project.  The  Master 
Developer  will  collaborate  with  the  Port  and  the  City,  specifically  the  Department  of  the 
Environment,  the  Planning  Department,  and  the  Port  Planning  Division,  to  develop  the 
Sustainability  Plan,  which  will  be  included  in  the  final  development  agreement. 

Multiple  sustainable  site  strategies  are  being  considered  from  the  outset  of  horizontal 
development  to  enable  vertical  development  design  proposals  to  exceed  compliance 
with  Port  Building  Code  requirements  and  achieve  Project  goals  for  integrated 
sustainable  design  and  a  low  carbon  community.  The  Project  will  also  pursue  status  as 
a  Type  1  Eco-District7  through  the  Planning  Department's  Eco-Districts  initiative. 
Regardless  of  which  specific  sustainability  approaches  are  implemented  at  the 
Waterfront  Site,  the  Project  will  strive  to  be  a  leader  in  the  realm  of  long-term 
sustainability  planning  and  design. 

BCDC  and  State  Lands 

The  Port  and  Master  Developer  will  apply  jointly  to  secure  state  and  regional  approvals 
as  necessary.  These  include  State  Lands  staff  approval  of  the  Pier  70  public  trust 
exchange  (described  in  greater  detail  in  the  Public  Trust  Swap  section  above)  and 
BCDC  approval  of  any  development  within  1 00  feet  of  the  shoreline.  The  Port  and 


'  Eco-Districts  are  characterized  by  a  large  amount  of  undeveloped  land  typically  owned  by  a  single 
property  owner  and  are  a  strategy  for  integrating  building  and  infrastructure  projects.  Type  1  Eco-Districts 
enable  horizontal  infrastructure  development  to  be  implemented  in  advance  of  vertical  development  to 
help  optimize  Eco-District  goals.  This  type  of  Eco-District  maximizes  efficiencies  in  the  delivery  of  goods 
provided  by  infrastructure  through  district-scale  systems. 
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Master  Developer  also  will  consult  with  BCDC  and  the  Association  of  Bay  Area 
Governments  regarding  the  approach  to  realigning  the  San  Francisco  Bay  Trail  and  the 
Blue  Greenway  through  Pier  70  as  the  area  is  developed. 

DEAL  STRUCTURE 

Overview  of  Financial  Structure 

The  Term  Sheet  discussions  between  the  Port  and  Master  Developer  have  yielded  a 
financial  structure  where  the  Master  Developer  is  responsible  for  funding  (a)  entitlement 
of  the  Waterfront  Site  and  certain  other  portions  of  Pier  70  area,  including  the  parcels 
along  Illinois  Street  between  Mariposa  Street  and  22nd  Street  (including  the  Port-owned 
20th/lllinois  Parcel  and  PG&E's  Hoe  Down  Yard,  subject  to  PG&E's  consent),  and  (b) 
development  of  infrastructure  and  public  facilities  at  the  Waterfront  Site,  including 
underground  utilities,  site  preparation,  streets  and  sidewalks,  parks  and  open  spaces, 
and  the  rehabilitation  of  historic  Buildings  2,  12,  and  21 .  The  Port  and  City  retain  the 
right  to  deploy  other  funding,  including  public  financing  in  the  form  of  Community 
Facilities  District8  ("CFD")  and  Infrastructure  Financing  District9  ("IFD")  proceeds,  to 
directly  finance  publicly-owned  infrastructure  and  public  facilities  that  are  eligible  uses 
under  CFD  Law  and  IFD  Law  ("Qualified  Project  Costs")  (utilities,  streets,  parks,  etc.)  in 
lieu  of  Master  Developer's  private  equity  ("Developer  Capital"). 

The  Port  and  the  City  will  be  obligated  to  acquire  infrastructure  and  public  facilities  from 
Master  Developer  in  accordance  with  a  Financing  Plan  and  Acquisition  Agreement  that 
will  be  incorporated  into  the  DDA.  Under  the  financial  structure  for  this  transaction,  the 
Port  will  apply  CFD  and  IFD  proceeds  ("Land-Secured  Financing  Proceeds")  to  the 
maximum  extent  permitted  by  law  to  pay  for  Qualified  Project  Costs  before  using  land 
proceeds  consisting  of  (a)  revenues  from  the  lease  or  sale  of  the  20th/lllinois  Parcel,  (b) 
revenues  from  the  transfer  of  land  transferred  for  vertical  development  by  ground  lease 
or  sale  and  (c)  one-half  of  unique  new  interim  leasing  revenues  that  the  Port  receives  at 
the  Waterfront  Site  with  Forest  City's  assistance  ("Land  Proceeds"). 

Project  sources  will  be  used  first  to  pay  Master  Developer  a  market-based  18% 
cumulative  annual  return  ("Developer  Return"),  including  a  negotiated  cost  of  carry  on 
Qualified  Project  Costs  ("Costs  of  Carry")  on  its  Developer  Capital.  Land  Proceeds  will 
be  used  to  pay  Developer  Return  (excluding  the  Cost  of  Carry)  on  unreimbursed 
Developer  Capital.  Land  Proceeds  from  the  Port's  conveyance  of  the  20th/lllinois  Parcel 
will  be  designated  specifically  to  pay  Developer  Return  (excluding  the  Cost  of  Carry)  on 


The  Board  of  Supervisors,  with  the  Port  Commission's  approval  as  property  owner,  may  form  a 
Community  Facilities  District  to  levy  special  taxes  within  a  development  area  to  fund  capital  improvements 
and  certain  maintenance  expenses  pursuant  to  the  Mello-Roos  Community  Facilities  Act  of  1982  (Cal. 
Gov.  Code  §§  53311-53368.3)  or  the  San  Francisco  Special  Tax  Financing  Law  (Admin.  Code  ch.  43, 
Art.  10)  (in  either  case,  "CFD  Law"). 

9  The  Board  of  Supervisors  may  form  an  Infrastructure  Financing  District  to  capture  growth  in  property  or 
possessory  interest  taxes  from  planned  development  to  fund  eligible  capital  improvements  (Cal.  Gov. 
Code  §§  53395-53397.1 1)  ("IFD  Law").  On  April  23,  2013,  the  Board  of  Supervisors  adopted  Guidelines 
for  the  Establishment  and  Use  of  an  Infrastructure  Financing  District  with  Project  Areas  on  Land  under  the 
Jurisdiction  of  the  San  Francisco  Port  Commission. 
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Master  Developer's  Entitlement  costs  incurred  before  the  DDA  Effective  Date.  The  Port 
may  use  any  remaining  Land  Proceeds  to  repay  Developer  Capital  or  pay  directly  for 
Horizontal  Development  Costs  in  subsequent  Project  Phases,  subject  to  reimbursement 
from  Land-Secured  Financing  Proceeds  on  either  a  tax-exempt  or  taxable  basis,  as 
permitted  by  law.  This  treatment  of  Land  Proceeds  will  not  affect  the  basic  principle  of 
the  financial  structure  that  no  Project  Surplus  will  be  distributed  until  the  Port  has  paid 
Master  Developer  the  Developer  Return  and  repaid  Developer  Capital. 

Once  these  sources  have  paid  the  Developer  Return  and  repaid  Developer  Capital, 
subsequent  lease  or  sale  proceeds  arising  from  the  Project  will  be  divided  between  the 
Port  (55%)  and  Master  Developer  (45%).  The  Port  will  also  receive  a  share  of  increases 
in  land  value  through  various  forms  of  participation  in  vertical  development.  The  overall 
financial  structure  is  discussed  in  more  detail  in  the  remainder  of  this  Section. 

The  proposed  deal  is  structured  around  the  principle  that  the  parties  will  strive  to 
maximize  the  amount  of  public  finance  proceeds  available  to  pay  for  publicly-owned 
infrastructure  and  public  facilities,  minimize  the  amount  of  Master  Developer's  private 
equity  used  for  these  purposes,  and  provide  Master  Developer  a  risk-adjusted,  market- 
rate  return  on  equity. 

Early  Land  Proceeds 

The  20th/lllinois  Parcel,  consisting  of  two  contiguous  parcels  divided  by  a  proposed  new 
21st  Street,  is  an  important  lead  development  parcel  located  outside  the  Waterfront  Site 
as  shown  in  Exhibit  H.  The  parcel  is  proximate  to  existing  utility  infrastructure  in  Illinois 
Street,  and  is  planned  as  the  first  new  development  parcel  to  go  to  market  at  Pier  70  (all 
of  the  20th  Street  Historic  Buildings  under  ENA  contract  with  Orton  Development  Inc.  are 
outside  of  the  Waterfront  Site).  The  Term  Sheet  provides  a  mechanism  to  competitively 
bid  the  20th/lllinois  Parcel  early  to  minimize  the  accrual  of  Developer  Return  on  Master 
Developer's  entitlement  costs  as  soon  as  feasible  after  the  Project  is  approved  by  the 
Board.  If  the  Port  has  not  competitively  bid  the  site  within  a  year  and  transferred 
resulting  proceeds  to  Master  Developer  within  14  months,  the  Term  Sheet  provides  a 
mechanism  for  Master  Developer  to  buy  or  lease  the  parcel  on  a  prepaid  basis  at  its 
appraised  fair  market  value  ("FMV"),  which  would  also  serve  to  minimize  the  accrual  of 
Developer  Return  (excluding  the  cost  of  carry  on  Qualified  Project  Costs)  on  Master 
Developer's  entitlement  costs. 

Master  Developer  will  also  be  obligated  to  cause  a  Vertical  Developer  to  enter  into  a 
fully  prepaid  ground  lease  with  the  Port  for  the  first  development  parcel  scheduled  for 
vertical  development  in  Phases  1  and  2  at  the  appraised  FMV  within  two  years  after  the 
applicable  Phase  begins.  If  the  Ground  Lease  does  not  close  within  this  2-year  period, 
the  Port  will  have  the  right  to  offer  the  parcel  publicly  at  its  FMV,  which  will  in  no  event 
be  less  than  a  minimum  price  established  by  the  parties  at  DDA  for  each  parcel. 

Parcelization  Strategy 

The  Project's  land  disposition  strategy  will  treat  the  Waterfront  Site  as  a  series  of  20-25 
individual  development  parcels,  as  described  above.  Each  parcel  will  be  leased  or  sold 
to  a  "Vertical  Developer"  that  will  construct  the  buildings  planned  for  that  parcel  and 
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receive  revenues  from  renting  or  selling  the  space  within  them.  For  the  majority  of 
parcels,  Forest  City  or  its  affiliates  will  have  the  option  to  serve  as  Vertical  Developer  for 
each  parcel  at  FMV  determined  by  appraisal  at  the  time  of  the  option.  In  instances 
when  Forest  City  declines  this  option,  a  third  party  Vertical  Developer  will  be  selected 
through  a  competitive  process.  In  all  such  instances,  the  sale  or  lease  price  will  be 
verified  as  fair  market  value  through  consultation  with  the  State  Lands  staff  prior  to 
lease  execution  to  meet  AB  41 810  requirements. 

The  Term  Sheet  treats  several  of  the  parcels  in  a  different  manner.  Two  parcels 
adjacent  to  the  planned  Slipways  Commons  park  are  identified  as  locations  for 
placemaking  uses  including  Innovation,  Retail  and  Arts  space.  These  parcels  will 
contain  new  buildings  that  are  projected  to  cost  more  than  the  property  values  that  the 
projected  rents  from  these  placemaking  uses  would  generate,  which  may  result  in  what 
amounts  to  a  negative  land  value.11  As  such,  the  parties  intend  that  these  two  parcels 
will  be  transferred  to  Master  Developer  under  99  year  leases  with  no  obligation  to  pay 
ground  lease  rent.  Forest  City  will  be  obligated  to  fund  the  marginal  costs  of  these 
buildings  at  its  own  expense,  but  the  Port  and  Master  Developer  will  continue  to  work 
with  bond  counsel  to  identify  a  public  financing  strategy  to  address  these  marginal  costs 
in  a  manner  consistent  with  CFD  Law  and  IFD  Law.  The  SUD  and  the  DDA  will  include 
flexible  zoning  and  mechanisms  that  will  enable  developing  these  sites  for  other  uses  if 
the  currently  proposed  program  is  not  deemed  programmatically  or  economically  viable. 

Leases  for  the  historic  buildings  within  the  Waterfront  Site  may  each  be  structured  in  a 
somewhat  different  manner.  The  parties  expect  that  the  rehabilitation  of  Building  2, 
currently  intended  to  be  rehabilitated  for  residential  rental  housing,  will  be  leased 
according  to  the  FMV  appraisal  process  described  above.  Buildings  12  and  21  may 
require  public  financing  in  the  form  of  IFD  proceeds  to  fund  the  historic  rehabilitation  of 
these  resources.  Like  many  other  adaptive  reuse  developments  involving  historic 
structures  with  significant  deferred  maintenance  and  a  program  goal  of  significant  public 
access,  these  sites  may  not  have  a  positive  land  value.  Accordingly,  the  Parties  will 
continue  to  examine  the  best  financial  structure  for  the  leases  for  Buildings  12  and  21 , 
finalizing  this  portion  of  the  negotiation  before  the  Project  is  submitted  to  the  Board  for 
approval. 

Leases  for  the  development  parcels,  including  the  historic  Buildings  2,  12,  and  21 ,  will 
be  for  terms  of  99  years.  The  Term  Sheet  contemplates  sale  of  some  parcels  for 
residential  condominium  uses  only,  subject  to  transfer  fees  on  the  second  and 
subsequent  sales  of  units  of  1 .5%  in  perpetuity.  The  parties  will  negotiate  and  include 
in  the  DDA  a  maximum  percentage  of  total  residential  units  to  be  developed  as 


10  AB  418  (Assemblyman  Tom  Ammiano,  201 1)  authorizes  a  public  trust  exchange  of  parcels  within 
Pier  70  and  requires  the  Port  to  lease  or  sell  lands  that  are  free  of  the  trust  for  fair  market  value,  with 
proceeds  to  be  deposited  in  the  Port's  Harbor  Fund. 

11  These  placemaking  buildings  are  proposed  to  be  constructed  on  top  of  the  Waterfront  Site  slipways, 
which  require  partial  pile  support  along  the  edge  of  the  slipways,  with  building  foundations  cantilevered 
over  the  concrete  slipway  structures  themselves.  Piles  cannot  be  driven  through  the  existing  slipways. 

-  28  - 


condominiums.  In  California,  the  market  disfavors  property  interests  less  than  a  fee  for 
residential  condominiums. 

City  staff  supports  this  diverse  approach  to  housing,  including  inclusionary  on-site 
affordable  housing,  to  allow  families  of  different  income  levels  and  different  needs  to 
reside  at  Pier  70,  including  prospective  home  owners  and  renters.  This  approach  will 
increase  market  absorption  and  speed  development  of  the  Waterfront  Site  as  well  as 
supporting  the  creation  of  a  district  that  is  attractive  to  office  users  to  support  the 
viability  of  commercial  office  use  at  Pier  70. 

Phased  Development  and  Related  Infrastructure 

To  most  efficiently  align  the  delivery  of  infrastructure  and  buildings,  horizontal 
development  will  occur  in  four  phases.  Each  phase  will  consist  of  at  least  one 
Development  Parcel,  related  infrastructure,  and  commensurate  public  benefits.  The 
DDA  will  provide  specific  requirements  for  each  phase,  ensuring  that  the  delivery  of 
parks  and  other  public  benefits  will  be  fairly  distributed  among  phases.  It  will  also 
include  a  Project  Phasing  Schedule  that  takes  into  account  each  phase's  bonding  and 
other  financial  capacity. 

Exhibit  I  of  this  report  shows  conceptual  Project  phasing  that  reflects  these 
considerations  and  that  has  informed  the  Port  and  Master  Developer's  financial  analysis 
of  proposed  Project  terms.  However,  the  Master  Developer  will  retain  the  ability  to 
modify  the  scope  of  each  phase  and  to  develop  phases  in  a  different  order  from  the 
Project  Phasing  Schedule,  subject  to  the  Port's  reasonable  approval.  The  Term  Sheet 
aligns  the  Port's  and  the  Master  Developer's  interests  in  using  flexible  phasing  to 
quickly  move  development  forward  when  supported  by  market  conditions.  Figure  2 
below  illustrates  planned  project  phasing: 
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•  Term  sheet  endorsement 


-  Entitlements 


PROJECTED  IMPLEMENTATION 


ForestCity 


Horizontal  Development  Costs 

The  Master  Developer  will  incur  horizontal  development  costs  for  predevelopment 
activities  (e.g.  design,  environmental  review,  the  negotiations  process),  site  preparation, 
utility  installation  (e.g.  power,  water,  and  sewer  infrastructure),  street  and  sidewalk 
construction,  and  development  of  parks  and  open  spaces.  These  costs  are  estimated 
at  approximately  $179  million  (in  2013  dollars),  including  predevelopment  costs  for  the 
adjacent  Pier  70  parcels  that  Forest  City  has  agreed  to  entitle.  As  a  point  of  comparison, 
the  total  Project  cost,  including  the  cost  of  developing  all  proposed  buildings,  is 
$1 .8  billion  (in  2013  dollars).  As  described  above,  the  Port's  Engineering  Division  has 
undertaken  a  comprehensive  review  of  the  proposed  infrastructure  plan  and  associated 
costs. 


Forest  City's  Phase  1  site  due  diligence  has  yielded  substantially  higher  infrastructure 
costs  than  anticipated  by  the  Port  during  the  development  of  the  Pier  70  Master  Plan,  as 
well  as  revealing  site  conditions  that  complicate  development  of  buildings  at  certain 
locations  on  the  site.  The  main  drivers  of  these  cost  increases  include: 

•  The  need  to  elevate  the  site  to  address  sea  level  rise; 

•  The  need  to  install  a  secant  wall  along  portions  of  the  eastern  shoreline  to 
prevent  lateral  spread  during  a  major  seismic  event  (the  secant  wall  is  needed  to 
prevent  portions  of  the  filled  areas  of  Pier  70  from  sloughing  off  into  the  Bay 
during  a  major  temblor); 

•  Higher  than  expected  utility  infrastructure  costs; 
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•  The  existence  of  large,  concrete  slipways  through  the  center  of  the  site,  which 
creates  additional  site  preparation  and  building  foundation  costs  for  construction 
in  this  area  of  the  Waterfront  Site;  and 

•  Off-site  intersection  improvements  not  accounted  for  in  the  Master  Plan. 
Port  Revenues 

In  early  phases  of  the  Project,  the  deal  provides  for  the  use  of  prepaid  ground  leases  in 
order  to  generate  early  proceeds  to  pay  return  of  Developer  Capital  and  Developer 
Return  as  quickly  as  feasible,  as  described  above.  Although  the  Port  will  not  receive 
ongoing  ground  rent  from  prepaid  leases,  each  will  include  the  Additional  Port 
Participation  described  below. 

Once  the  Master  Developer  has  received  the  1 8%  Developer  Return  and  all 
infrastructure  and  public  facilities  through  all  phases  of  the  Project  are  complete  and 
have  been  accepted  by  the  City  or  the  Port,  rent  on  remaining  ground  leases  will  be 
paid  on  an  annual  basis,  with  annual  ground  rent  split  45%  to  Forest  City  and  55%  to 
the  Port. 

During  the  period  between  the  Term  Sheet  endorsement  and  Port  Commission  and 
Board  consideration  of  the  final  Transaction  Documents,  the  parties  will  continue  to 
examine  methods  to  reduce  reliance  on  fully  prepaid  leases  or  other  mechanisms  to 
support  long-term  revenue  streams  for  the  Port. 

Due  to  unique  and  extraordinary  risks  associated  with  the  Waterfront  Site's  entitlement 
and  infrastructure  needs  and  market  position,  the  appropriate  financial  structure  for  the 
Project  involves  reducing  market  risk  by  the  Port 's  deferral  of  revenues  until  the  Master 
Developer  has  received  its  return  of  and  on  equity. 

Additional  Port  Participation 

In  addition  to  receiving  the  revenues  described  above,  the  Port  will  benefit  from  the 
Project  by  receiving  a  percentage  of  gross  revenues  collected  by  the  Waterfront  Site's 
buildings,  a  share  of  net  proceeds  from  the  sale  and  refinancing  of  ground  leases  and 
fee  parcels,  and  a  condominium  transfer  fee  payment  on  the  re-sale  of  any 
condominium. 

Summary  of  Anticipated  Port  Revenues 

In  summary,  the  Port  will  receive  financial  value  from  development  of  the  Project  from 
the  following  sources: 

•  annual  ground  lease  rent  from  leases  executed  after  infrastructure  has  been  built 
and  Master  Developer  has  received  the  18%  Developer  Return  and  return  of 
Developer  Capital; 

•  land  proceeds  in  excess  of  amounts  used  to  pay  Developer  Return  or  return  of 
Developer  Capital; 
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•  participation  in  all  building  lease  revenues  (excluding  the  placemaking  uses  and 
Buildings  12  and  21),  including  participation  in  capital  events  and  modified  gross 
receipts  starting  in  year  30  and  increasing  in  year  60;  and 

•  district  parking  garage  revenues,  after  the  cost  of  building  the  garages  has  been 
paid. 


IFD  Proceeds  Generated  to  Finance  Other  Pier  70  Improvements 

Pursuant  to  AB  1 199  (Assemblymember  Ammiano,  2010),  the  Board  may  form  an  IFD 
at  Pier  70  that  captures  the  State  of  California's  share  of  property  (or  possessory 
interest)  tax  increment  from  the  site,  in  recognition  of  the  State's  unique  interests  at  the 
site.  Such  a  Pier  70  IFD  affords  the  opportunity  to  capture  approximately  90  cents  of 
each  projected  new  property  tax  dollar  (actual  allocations  are  subject  to  State  and  City 
approval  each  year)  to  fund  infrastructure  and  public  benefits.  The  Term  Sheet 
provides  that  91.1 1%  (approximately  $0.82  of  each  dollar  under  FY  2012-2013 
allocations)  of  tax  increment  allocated  to  the  Project  will  be  used  to  fund  infrastructure 
and  public  benefits  within  the  Waterfront  Site,  with  remaining  tax  increment  available 
(8.89%,  or  approximately  $.08  of  each  dollar  under  FY  2012-2013  allocations)  to  the 
Port  to  fund  infrastructure  and  public  benefits  throughout  the  remainder  of  Pier  70. 

CEQA  and  Entitlement  of  Illinois  Street  Parcels  Outside  the  Waterfront  Site 

Consistent  with  RFQ  goals  and  objectives,  Master  Developer  will  assist  the  Port  with 
entitlement  of  properties  outside  the  Waterfront  Site  that  will  generate  additional 
proceeds  to  the  Port  and  the  City.  These  sites  are  illustrated  on  the  map  attached  as 
Exhibit  H  and  include: 

•  20th  /Illinois  Parcel.  Subject  to  environmental  review  pursuant  to  the  California 
Environmental  Quality  Act  ("CEQA")  for  the  Project,  these  two  parcels,  which  are 
divided  by  21st  street,  will  be  included  in  the  SUD  for  the  Waterfront  Site,  and  will 
be  fully  rezoned  with  design  controls. 

•  Hoe  Down  Yard.  The  City  is  negotiating  separately  with  PG&E  for  an  option  to 
acquire  the  Hoe  Down  Yard.  The  current  use  of  the  site  -  soil  recycling  -  is 
incompatible  with  the  future  development  of  Pier  70.  Subject  to  written 
agreement  between  the  City  and  PG&E  and  environmental  review  under  CEQA, 
Master  Developer  will  include  the  site  in  the  SUD  for  the  Waterfront  Site,  and  will 
be  fully  rezoned  with  design  controls. 

•  Illinois  Street  Parcels  North  of  20th  Street.  The  Port's  Pier  70  Preferred  Master 
Plan  contemplates  additional  new  development  pads  north  of  20th  Street  along 
Illinois  Street.  These  pads  include  sites  that  are  adjacent  to  the  proposed  Crane 
Cove  Park,  as  well  as  new  buildings  north  of  the  20th  Street  Historic  Core.  If 
included  in  the  SUD  and  rezoned,  these  sites  would  be  considered  part  of  the 
CEQA  "project"  for  environmental  review.  The  Port  may  use  its  own  resources  to 
concurrently  entitle  these  sites  with  more  detailed  design  controls  within  existing 
height  and  bulk  limits  established  in  the  Planning  Code. 
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•   Other  Historic  Resources.  The  Port's  Pier  70  Preferred  Master  Plan  and  BAE's 
ship  repair  operations  plan  require  the  demolition  of  some  historic  resources. 
These  buildings  will  be  considered  in  the  cumulative  impact  analysis  of  the 
Waterfront  Site  Environmental  Impact  Report. 

FINANCIAL  DEAL  TERMS 

The  key  financial  provisions  of  the  Term  Sheet  are  summarized  in  the  chart  below  and 
represent  the  negotiations  to  date.  The  parties  anticipate  that  the  Project  will  continue  to 
evolve  through  modifications  made  through  the  CEQA  and  public  review  processes  and, 
with  regard  to  the  final  mix  of  commercial  and  residential  uses,  to  market  demands. 


Section  and  Title 

Basic  Terms  and  Conditions 

1.  Parties 

The  Port  of  San  Francisco  and  Forest  City  Development  California,  Inc. 

2.  Site 
Description 

The  Pier  70  Waterfront  Site  is  an  approximately  28-acre  parcel  located  east  of  Illinois  Street 
in  the  Dogpatch/Central  Waterfront,  bordered  generally  by  the  San  Francisco  Bay  on  the 
east,  20th  Street  on  the  north,  22nd  Street  and  the  boundary  of  the  former  Potrero  Power 
Plant  on  the  south  and  the  Illinois  Street  and  20th  Street  parcels  and  the  PG&E  Hoe  Down 
Yard  to  the  west. 

3.  Project 
Description 

The  Pier  70  Waterfront  Site  Project  will  create  a  new  mixed-use  district  at  Pier  70  that 
leverages  the  Site's  history,  the  waterfront  setting,  and  the  character  and  local  experiences 
of  the  adjacent  neighborhood,  as  described  in  the  Land  Use  Summary  section  above. 

4.  Transaction 
Documents 

The  parties  anticipate  the  following  primary  Transaction  Documents: 

•  Disposition  and  Development  Aqreement  between  the  Port  and  Master  Developer 
(the  "DDA").  The  DDA  will  set  the  terms  and  conditions  for  the  disposition  and 
development  of  parcels  at  the  Waterfront  Site.  Under  the  DDA,  the  Port  will  enter 
into  a  ground  lease  with  the  applicable  Vertical  Developer  (which  may  be  Forest 
City  or  affiliates)  for  each  development  parcel  or  will  enter  into  a  purchase  and  sale 
agreement  for  development  parcels  to  be  sold  in  fee. 

•  Form  of  Ground  Lease:  The  form  of  around  lease  to  be  used  for  development 
parcels  at  the  Waterfront  Site  will  be  attached  as  an  exhibit  to  the  DDA. 

•  Development  Aqreement.  The  Development  Aqreement  will  be  a  statutory 
development  agreement  between  the  City  and  Forest  City,  as  authorized  under  Cal. 
Govt.  Code  Section  65864-65869.5  and  the  City's  Administrative  Code  Chapter  56, 
and  is  intended  to  vest  entitlements  for  the  term  through  Project  build-out.and  limit 
the  applicability  of  new  impact  fees  and  exactions. 

Public  Trust  Exchanqe  Aqreement.  The  Public  Trust  Exchanqe  Aqreement 
between  the  Port  and  the  State  Lands  Commission  will  be  the  aqreement 
implementinq  the  public  trust  exchanqe  pursuant  to  the  authority  of  AB  41 8 

5.  Phasing 

The  parties  anticipate  that  the  Project  Site  will  be  developed  in  up  to  four  phases. 

•     Each  phase  will  consist  of  one  or  more  development  parcels  and  associated  areas 
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for  streets,  infrastructure,  and  open  spaces. 

•  Public  benefits,  including  development  of  parks,  will  be  distributed  among  the 
phases,  assuring  that  these  benefits  are  completed  in  coordination-with  the 
completion  of  vertical  development  and  associated  infrastructure  of  each  phase. 

•  The  DDA  will  include  a  schedule  of  performance  applicable  to  the  Project,  which 
shall  set  forth  outside  dates  for  the  submittal  of  phase  applications  and  the 
commencement  and  completion  of  Infrastructure  within  each  phase.  The  DDA  will 
set  forth  reasonable  and  customary  provisions  regarding  adequate  security  for 
construction  of  improvements  within  the  Waterfront  Site,  including  completion 
requirements. 

•  The  schedule  of  performance  will  be  subject  to  delays  for  force  majeure,  as  well  as 
delays  based  on  to-be-negotiated  indicators  of  a  down  market. 

6.  Statutory, 
Regulatory,  and 
Plan 

Amendments 

The  Project  will  require  approvals  by  State  bodies,  including  BCDC  and  the  State  Lands 
Commission.  To  the  extent  necessary  and  after  consultation  with  staff  of  the  State  Lands 
Commission  and  Master  Developer,  the  Port  may  seek  technical  amendments  to  the  Burton 
Act  and  other  state  legislation. 

7.  Zoning 

•  The  Waterfront  Site  is  currently  zoned  M-2.  Master  Developer  will  seek  approval  of 
a  new  Special  Use  District  ("SUD")  for  the  Waterfront  Site,  the  20th/lllinois  Parcel, 
and  the  Hoe  Down  Yard  (subject  to  PG&E  consent).  The  SUD  will,  among  other 
things,  establish  new  height  and  bulk  limits. 

•  The  Waterfront  Land  Use  Plan  will  be  amended  to  incorporate  development 
controls  for  the  Waterfront  Site,  the  20th/lllinois  Parcel,  and  the  Hoe  Down  Yard 
(subject  to  PG&E  consent)  and  will  incorporate  SUD  limitations  and  other 
development  requirements. 

8.  Developer 
Return 

The  Master  Developer  will  be  repaid  for  the  costs  it  reasonably  incurs  for  infrastructure  and 
public  facilities  and  will  receive  a  cumulative  annual  return  of  18%  (including  costs  of  carry 
on  Qualified  Project  Costs  in  an  amount  that  the  parties  will  negotiate  and  include  in  the 
DDA)  ("Developer  Return"). on  invested  risk  capital  ("Developer  Capital"). 

9.  Proceeds 
from 

20,h/lllinois 
Parcel  and 
Other  Port 
Parcels 

Master  Developer  will  include  the  parcel  of  land  in  Pier  70  known  as  the  20m/lllinois  Parcel 
in  the  approved  Project  SUD,  and  the  Port  will  auction  the  parcel  within  one  year  after 
Project  approval.  Revenues  generated  from  the  lease  or  sale  of  the  20th/lllinois  Parcel  will 
be  paid  to  Master  Developer  to  be  applied  to  the  accrued  and  unpaid  Developer  Return 
(excluding  the  cost  of  carry)  on  Master  Developer's  Project  entitlement  costs  incurred 
before  Project  Approval.  The  Port,  at  its  sole  election  and  subject  to  reasonable  financial 
protections  negotiated  in  the  DDA,  may  also  sell  other  parcels  within  the  Pier  70  area 
(outside  of  the  Waterfront  Site)  and  use  the  proceeds  pay  directly  for  horizontal 
development  costs  (subject  to  reimbursement  with  public  financing  proceeds),  to  pay  the 
Developer  Return,  to  repay  Developer  Capital  (subject  to  reimbursement  with  public 
financing  proceeds)  and  to  pay  any  other  unreimbursed  Developer  Capital  and  unpaid  cost 
of  carry  after  public  financing  proceeds  have  been  exhausted. 

10.  Port 

Participation 

The  financial  deal  structure  affords  the  Port  the  following  opportunities  to  receive  one-time 
and  on-going  revenues  from  the  value  created  on  the  Waterfront  Site's  land  with  the 
buildings  constructed  on  the  Site: 

Prepaid  ground  rent,  land  sales  proceeds,  and  50%  of  net  new  interim  lease 
revenues  that  Forest  City  brings  to  the  site  "New  Interim  Lease  Revenues")  above 
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amounts  that  the  Port  uses  to  pay  Developer  Return  on  Developer  Capital  or  to 
repay  Developer  Capital  will  be  distributed  to  the  Parties  as  shared  profit  after 
Master  Developer  achieves  an  18%  Developer  Return  and  is  repaid  Developer 
Capital  in  full,  with  the  profits  split  55%  to  the  Port  and  45%  to  Master  Developer. 

If  Project  account  statements  show  that  Master  Developer  has  received  the 
Developer  Return  the  return  of  Developer  Capital  after  all  infrastructure  and  public 
facilities  for  the  Project  have  been  completed  and  accepted  by  the  City  and  the 
Port,  then  all  new  Ground  Leases  that  the  Port  conveys  will  include  an  annual 
ground  rent  obligation  based  on  FMV  (defined  in  Section  15),  subject  only  to 
periodic  escalation  based  on  the  Consumer  Price  Index  (San  Francisco-Oakland- 
San  Jose,  all  urban  consumers)  with  no  market  re-sets,  and  the  Port  will  receive 
annual  payments  of  55%  of  the  annual  ground  rent  obligation,  and  Master 
Developer  will  receive  or  retain  the  remaining  45%  (which  may  be  pre-paid). 

Percentage  Rent: 

o    Beginning  in  lease  year  30,  the  Port  will  be  entitled  to  annual  payments  of 
1 .5%  of  modified  gross  revenues  from  all  buildings  other  than  residential 
condominium  buildings  and  Buildings  12,  21 ,  Parcels  E1 A  and  E1 B,  and 
the  district  parking  facilities. 

o    Beginning  in  lease  year  60,  the  Port  will  be  entitled  to  annual  payments  of 
2.5%  of  modified  gross  revenues  on  all  buildings  other  than  residential 
condominium  buildings,  Buildings  12,  21 ,  Parcels  E1A  and  E1 B,  and  the 
district  parking  facilities. 


•    Refinancings:  The  Port  will  be  entitled  to  1 .5%  of  net  proceeds  from  the  refinancing 
of  buildings  on  Ground  Leases. 


•    Participation  in  Transfer  of  Ground  Leases  and  Fee  Parcels:  The  Port  will  be 

entitled  to  1 .5%  of  net  proceeds  from  the  sale  of  ground  leases  or  subsequent  sale 
of  fee  parcels. 


•    Condominium  Transfer  Tax:  The  Port  will  receive  a  1 .5%  transfer  fee  payment  on 
re-sales  of  condominiums  (after  the  first  sale). 


•    Share  of  IFD  Tax  Increment:  The  Port  will  receive  about  9%  of  the  net  available 
property  tax  increment  (about  $0.08  per  property  tax  dollars  under  FY  201 2-201 3 
allocations)  generated  by  development  on  the  Waterfront  Site  and  the  20,h/lllinois 
Parcel  for  sitewide  use  at  Pier  70. 


11.  Horizontal 
Development 
Costs 


Master  Developer  will  be  responsible  for  making  horizontal  improvements  on  the  Waterfront 
Site.  The  Port  and  Master  Developer  anticipate  using  project-generated  taxable  or  tax- 
exempt  financing  mechanisms  to  pay  for  qualified  project  costs  of  horizontal  infrastructure, 
public  facilities,  and  certain  building  costs  if  eligible  (e.g.,  historic  building  rehabilitation, 
district  parking  facilities  and  placemaking  uses  for  Parcels  E1 A  and  E1 B).  A  Project 
financing  plan  that  will  be  a  part  of  the  DDA  will  set  forth  all  financing  mechanisms  that  the 
parties  anticipate  using  for  the  Project. 


12.  Public 
Financing 
Mechanisms 


The  primary  financing  mechanisms  currently  contemplated  are: 

Community  Facilities  District  (CFD):  Subject  to  agreement  of  the  parties,  the  City 
will  form  a  CFD,  with  improved  areas  annexed  to  the  CFD  at  each  phase.  Special 
 taxes  will  be  levied  against  leasehold  and  fee  interests  in  taxable  parcels.  The  Port 
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will  have  an  option  at  its  sole  election  to  form  and  bond  against  a  CFD  formed 
before  any  Development  Parcels  in  a  Phase  are  conveyed,  with  special  taxes  levied 
and  collected  at  the  maximum  property  tax  rate. 

•  Infrastructure  Financinq  District  (IFD)  Project  Areas:  The  Project  qualifies  as  a  "Pier 
70  district"  for  which  a  "Pier  70  enhanced  financing  plan"  is  authorized  under 
applicable  state  laws  enacted  for  the  benefit  of  Pier  70.  Consistent  with  Port  IFD 
Guidelines,  the  City  would  form  a  single  IFD  consisting  of  all  Port  property 
("waterfront  district").  Following  CEQA  review  ,  the  City  form  a  Pier  70  project  area 
and  adopt  an  infrastructure  financing  plan  for  the  Waterfront  Site  and  the  20th/lllinois 
Parcel  ("IFD  financing  plan")  allocating  tax  increment  from  the  project  area  to  the 
waterfront  district  to  finance  the  costs  of  qualified  Project  costs.  The  parties  will 
negotiate  in  detail  eligible  costs  under  the  IFD  financing  plan  with  the  goal  of 
maximizing  under  the  IFD  law  the  eligibility  for  public  financing  of  qualified  Project 
costs. 

•  Bonds.  CFD  (or  IFD)  bonds  will  be  issued  consistent  with  the  DDA  and  Project 
financing  plan  on  a  tax-exempt  basis  to  the  maximum  extent  permitted  by  law,  and 
on  a  taxable  basis  in  other  cases.  Any  bonds  issued  will  be  consistent  with  the 
Port's  reimbursement  obligations  under  the  DDA,  a.phase  budget,  applicable 
federal  tax  law  and  regulations,  other  applicable  law,  and  any  acquisition 
agreement  executed  by  the  Port  and  Master  Developer. 

Maintenance  Districts:  The  parties  will  create  a  maintenance  CFD  over  the  entire 
Site.  Maintenance  special  taxes  levied  against  applicable  taxable  development 
parcels  will  provide  pay-as-you-go  funds  for  maintenance  costs  of  certain  public 
facilities  on  the  Waterfront  Site  to  be  specified  in  the  DDA. 

13.  Open  Spaces, 
Parks,  and 
Recreation 

The  Master  Developer  will  develop  approximately  7  acres  of  major  new  open  spaces  to 
create  a  distinct  urban  waterfront  that  capitalizes  on  the  history  of  the  Waterfront  Site  and 
complements  other  open  spaces  at  Pier  70  and  in  the  Central  Waterfront.  The 
development  of  these  parks  and  open  spaces  will  be  distributed  among  the  phases.  Parks 
and  open  spaces  will  be  owned  by  the  Port  and  managed  and  programmed  by  Developer  or 
a  third-party  operating  entity  subject  to  Port  approval,  subject  to  Port  approval  and 
conditions  of  the  BCDC  major  permit.  Maintenance  of  the  parks  and  open  spaces  will  be 
funded  by  special  taxes  imposed  on  vertical  developers  through  the  maintenance  CFD. 

14.  District 
Parking 
Structures 

The  Project  is  anticipated  to  deliver  approximately  half  of  the  parking  for  commercial  users 
within  office  buildings  and  the  other  half  within  district  parking  facilities  built  in  the  later 
phases  of  the  Project.  Over  the  course  of  the  DDA  negotiations,  the  parties  will  explore 
financing  options,  which  may  include  public  financing  of  the  District  Parking  Facilities,  use  of 
net  operating  income  from  the  facilities,  use  of  Developer  Capital  (subject  to  a  12%  annual 
return  on  and  repayment  of  capital  invested),  and  use  of  Port  Project  proceeds.  If 
Developer  Capital  is  used  to  fund  District  Parking  Facilities,  return  of  and  on  Developer 
Capital  would  be  funded  by,  among  other  potential  sources,  the  Port's  55%  share  of  the 
Project  Surplus,  if  any.  The  preferred  option  for  financing  the  district  parking  facilities 
involves  a  public  financing  strategy  that  would  allow  the  Port  to  own  the  garages.  Under  the 
preferred  option,  the  Port  and  City  would  pay  for  the  district  parking  facilities  with  IFD,  CFD 
or  other  public  financing  sources,  and  Port  will  own  and  manage  them.  If  Master  Developer 
constructs  the  district  parking  facilities  on  behalf  of  the  Port,  Master  Developer  would  be 
entitled  to  a  market-rate  development  fee  based  on  the  development  costs.  Except  to  the 
extent  pledged  and  used  to  pay  CFD  or  IFD  bond  debt  service,  the  Port  would  retain  all  net 
operating  revenues. 

Under  any  financing  scenario,  the  Port  would  be  required  to  make  spaces  available  to 
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Master  Developer  at  market  rates. 

The  DDA  may  include  parking  spaces  in  the  garages  that  would  be  available  to  the  Port  to 
serve  other  Pier  70  parking  demand  subject  to  agreed  cost-sharing  and  easement 
agreements  and  other  conditions.  In  addition,  the  flexible  site  zoning  scheme  will  allow  one 
or  more  of  the  parcels  designated  for  the  district  parking  facilities  to  be  developed  for 
residential  or  commercial  use  if  not  needed  for  parking. 

15.  Master 
Developer's 
Option  Rights 

Master  Developer  will  have  the  right  to  purchase  or  lease  each  of  the  development  parcels 
within  the  Waterfront  Site  at  its  fair  market  value  through  an  option  process.  Development 
parcels  to  be  developed  primarily  as  for-sale  residential  condominiums  will  be  transferred  in 
fee.  The  Port  will  transfer  all  other  development  parcels  by  99-year  ground  leases.  All 
development  parcels  will  be  transferred  at  fair  market  rental  value  for  ground  lease  parcels 
or  fair  market  value  for  fee  parcels  (in  either  case,  "FMV"),  to  be  determined  by  appraisal. 
The  parcels  containing  the  district  parking  structures,  Buildings  12  and  21,  and  Parcels  E1A 
and  E1 B  will  be  handled  outside  of  the  option  process,  as  described  in  Sections  14  and  17 
of  this  summary. 

16.  Public 
Offerings 

For  each  development  parcel  for  which  Master  Developer  fails  to  exercise  its  option  and  for 
the  20,h/lllinois  Parcel,  a  public  offering  process  will  be  used.  Public  offerings  will  be 
managed  by  a  broker  selected  by  the  parties  and  the  applicable  development  parcel  will  be 
made  available  to  third-party  bidders  that  meet  bidder  selection  guidelines  for  residential 
and  commercial  parcels,  to  be  set  forth  in  the  DDA.  The  Port  will  sell  the  parcel  to  the 
qualified  bidder  submitting  the  highest  bid  price  that  meets  or  exceeds  the  minimum  bid 
price,  set  based  on  appraised  fair  market  value,  and  the  Port's  receipt  of  the  revenues  will 
be  applied  to  pay  directly  for  horizontal  development  costs  (subject  to  reimbursement  with 
public  financing  proceeds),  to  pay  the  Developer  Return,  to  repay  Developer  Capital 
(subject  to  reimbursement  with  public  financing  proceeds)  and  to  pay  any  other 
unreimbursed  Developer  Capital  and  unpaid  cost  of  carry  after  public  financing  proceeds 
have  been  exhausted. 

17.  Placemaking 
Parcels 
(Parcels  12, 
21,  E1A  and 
E1B) 

The  Port  will  convey  historic  Buildings  12  and  21  to  Master  Developer  under  separate  99- 
year  ground  leases  for  rehabilitation  and  reuse  consistent  with  the  Secretary  of  the  Interior's 
Standards  for  the  Treatment  of  Historic  Properties  at  ground  rents  reflecting  the  impact  of 
the  rehabilitation  costs  on  fair  market  value  (which  could  mean  without  any  ground  rent 
obligation).  The  parties  expect  that  the  Port  will  pay  for  qualified  historic  rehabilitation  costs 
with  IFD  financing,  but  will  continue  to  investigate  the  impact  of  any  allocation  of  historic  tax 
credits  on  the  anticipated  use  of  IFD,  required  lease  terms  if  Master  Developer  obtains 
allocations  of  historic  tax  credits,  and  other  legal  issues  required  to  be  resolved  for 
incorporation  into  the  DDA. 

Master  Developer  will  have  an  option  to  ground  lease  Parcels  E1A  and  E1B  from  the  Port 
at  no  cost  for  the  establishment  of  placemaking  uses.  The  parties  will  continue  to 
investigate  the  potential  use  of  land-secured  financing  sources  to  reimburse  Master 
Developer's  qualified  costs  to  the  maximum  extent  permitted  by  law.  If  the  parties  conclude 
that  legal  impediments  prevent  the  use  of  these  sources  to  reimburse  Master  Developer  for 
its  Developer  Capital  investment  in  these  buildings,  the  Port  will  have  no  obligation  to 
reimburse  Master  Developer  for  those  costs.  In  any  case,  Master  Developer  will  not  be 
entitled  to  Developer  Return  on  its  entitlement  and  development  costs  associated  with 
these  parcels  after  the  effective  date  of  the  DDA.  The  DDA  and  SUD  will  include  provisions 
that  may  allow  for  other  uses  of  and  disposition  process  for  these  parcels  if  Master 
Developer  elects  not  to  exercise  its  option  on  these  parcels. 

18.  Noonan 
Building 

Forest  City  will  offer  each  Noonan  Building  Tenant  in  good  standing  replacement  space 
similar  in  size  to  the  tenant's  existing  premises.  Rent  will  be  based  on  the  current  rent 
schedule  for  the  building,  escalated  to  the  date  of  relocation  by  an  index  to  be  included  in 
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Tenants 


the  DDA. 


Development  Risks 

Though  the  Waterfront  Site  is  publicly  owned,  the  public-private  partnership  between 
the  Developer  and  the  Port  is  subject  to  the  following  standard  risks  associated  with 
development: 

Entitlement  Risk 

All  developments  that  seek  entitlements  assume  the  risks  that  the  process  will  last 
longer  and  be  more  expensive  than  expected  and  that  the  proposed  project  will  fail  to 
gain  public  support  and  regulatory  approvals.  This  entitlement  risk  is  compounded  on  a 
site  that  is  as  large  and  complicated  as  the  Waterfront  Site,  especially  given  the  high 
level  of  public  scrutiny  of  waterfront  locations.  The  Project's  level  of  entitlement  risk  is 
reflected  in  the  Master  Developer's  preferred  return  of  and  on  pre-entitlement  and 
infrastructure  costs  agreed  to  in  the  Term  Sheet.  The  Port  and  the  Master  Developer 
have  agreed  that  an  18%  return  on  equity,  compounded  quarterly,  represents  a  fair 
market  return  commensurate  with  anticipated  Project  risks. 

The  above  financial  terms  reflect  the  level  of  investment  balanced  against  the  value 
created  by  the  proposed  amount  of  development.  The  Project  can  only  expect  to 
receive  the  projected  level  of  revenue  if  the  proposed  density  can  be  delivered.  If  a 
lower  density  is  approved  for  the  Waterfront  Site,  infrastructure  and  public  benefits 
requirements  would  have  to  be  reduced  commensurately,  and  the  lower  density  would 
negatively  impact  the  Project's  overall  value.  In  this  situation,  new  financial  terms  would 
need  to  be  negotiated  and  approved  by  the  Port  Commission. 

Financing  Risk 

The  availability  and  cost  of  funding  is  a  major  risk  for  any  development.  By  utilizing 
funding  sources  that  are  largely  within  public  control  (Port  land  value,  tax  increment, 
CFD  bond  issuance),  the  Project  will  reduce  some  of  the  typical  financing  risk.  However, 
CFD  bonds  are  ultimately  subject  to  risk-based  pricing  from  the  bond  markets  to  set 
price  and  availability. 

Cost  Risk 

The  parties  are  subject  to  uncertainty  regarding  the  costs  of  entitlement  and 
infrastructure  development.  The  Project's  phasing  strategy  will  partially  offset  this  risk  by 
tying  infrastructure  development  to  anticipated  building  development.  As  noted  above, 
additional  costs  from  the  entitlement  of  the  Project  are  also  a  risk  to  be  managed  by  the 
parties. 

Market  Risk 

The  structure  of  the  Term  Sheet  exposes  the  Port  to  market  cycle  risks.  Today  the  San 
Francisco  market  is  one  the  strongest  in  recent  history,  supporting  historically  high  land 
prices  and  sales  prices  for  finished  buildings.  It  is  not  reasonable  to  assume  that 
current  strong  market  conditions  will  exist  over  the  span  of  the  development  period.  The 
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Project  is  at  risk  of  future  development  phases  generating  lower  revenues  than  are 
currently  indicated  in  the  Project's  pro  forma  analysis.  The  Term  Sheet's  financial 
structure  balances  this  risk  by  positioning  the  Port  to  benefit  when  revenues  exceed  pro 
forma  expectations. 

Counterparty  Risk 

In  long-term  public-private  partnerships,  development  risks  can  be  addressed  in  part  by 
reliance  on  the  expertise  and  reliability  of  one's  partner  (and  conversely  can  be 
exacerbated  when  those  qualities  are  absent).  The  Developer,  through  the  RFQ/P 
process,  collaborative  land-use  discussions,  and  Term  Sheet  negotiations,  has 
consistently  exhibited  expertise  and  shown  the  highest  commitment  to  the  public-private 
partnership. 

Operating  Risk 

The  Port's  percentage  rent  income  is  dependent  on  the  operating  skills  of  the  future 
Vertical  Developers  and  subsequent  building  owners.  This  income  is  subject  to  the 
building  owners'  future  capability  to  maintain  high  occupancy  levels  and  rental  income 
streams,  to  maintain  and  re-invest  in  the  property  to  continue  to  capture  high  rents  over 
time,  and  to  seek  new  investment  to  maintain  the  buildings'  competitive  position  in  the 
market  place.  Forest  City's  option  to  serve  as  Vertical  Developer  for  all  parcels  means 
that  most  or  all  of  the  income-generating  development  will  be  operated  by  a  skilled  and 
reliable  developer. 

NEXT  STEPS 

The  Project  team  is  seeking  the  Port  Commission's  vote  on  whether  to  endorse  the 
Term  Sheet  on  May  28,  201 3.  If  the  Port  Commission  endorses  the  Term  Sheet,  it  will 
be  submitted  to  the  Board  for  endorsement  and  finding  that  the  Project  is  fiscally 
feasible  and  that  it  is  prudent  to  commence  environmental  review  as  required  under 
Administrative  Code  Chapter  29.  The  Board  action  will  include  public  hearings  and 
opportunities  for  public  comment.  The  Board  review  of  the  Term  Sheet  is  consistent 
with  the  recommendations  of  the  2004  Management  Audit  of  the  Port  by  the  Board's 
Budget  Analyst  as  a  means  of  providing  the  Board  with  an  "early  read"  on  Port 
development  projects. 

If  the  Port  Commission  and  the  Board  endorse  the  Term  Sheet,  Port  staff  will  move 
forward  with  Project  entitlement  and  initiate  the  negotiation  of  Project  transaction 
documents  and  an  Environmental  Impact  Report  pursuant  to  CEQA. 

RECOMMENDATION 

Port  staff  recommends  that  the  Port  Commission  approve  the  attached  resolution 
endorsing  the  Term  Sheet  as  described  in  this  staff  report. 


Prepared  by:  Brad  Benson,  Port  Special  Projects  Manager 
David  Beaupre,  Senior  Waterfront  Planner 
Emily  Lesk,  Office  of  Economic  and  Workforce 
Development,  Project  Manager 
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For:  Byron  Rhett,  Port  Deputy  Director 

Planning  &  Development 
Jennifer  Entine  Matz,  Office  of  Economic  and 
Workforce  Development,  Director  of  Waterfront 
Development 


Exhibits 

Exhibit  A  -  Site  Map 
Exhibit  B  -  Term  Sheet 

Exhibit  C  -  Developer  Experience  and  Financial  Capacity 

Exhibit  D  -  Summary  Proforma  Underwriting 

Exhibit  E  -  Fiscal  Feasibility  Report 

Exhibit  F  -  Conceptual  Land  Use  Plan 

Exhibit  G  -  Public  Trust  Exchange  Map 

Exhibit  H  -  Adjacent  Parcels  Map 

Exhibit  I  -  Illustrative  Phasing  Plan 


-40- 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  13-20 


WHEREAS,  Charter  Section  B3.581  empowers  the  Port  Commission  with  the  authority 
and  duty  to  use,  conduct,  operate,  maintain,  manage,  regulate  and  control 
the  lands  within  Port  jurisdiction;  and 


WHEREAS,  The  Port  owns  approximately  69  acres  along  San  Francisco's  Central 
Waterfront,  roughly  bounded  by  Mariposa,  Illinois,  22nd  Street,  and  the 
San  Francisco  Bay,  known  as  Pier  70  which  includes  an  approximately 
28-acre  subarea  known  as  the  "Waterfront  Site",  bounded  generally  by 
20th  Street,  Michigan  Street,  22nd  Street,  and  the  San  Francisco  Bay,  as 
shown  in  Exhibit  A  of  the  staff  report  accompanying  this  resolution;  and 


WHEREAS,  The  Port  Commission  previously  awarded  to  Forest  City  Development 
California,  Inc.  ("Developer")  the  opportunity  to  negotiate  for  the 
development  of  the  Waterfront  Site  as  a  mixed-use  development  and 
historic  preservation  project  (the  "Project"),  authorized  Port  staff  to 
negotiate  an  Exclusive  Negotiation  Agreement  (the  "ENA")  for 
development  of  the  Site,  and  authorized  the  Executive  Director  or  her 
designee  to  execute  the  ENA  as  set  forth  in  Resolution  Nos.  1 1-21  and 
1 1-49,  which  are  incorporated  by  this  reference;  and 


WHEREAS,  Developer  and  Port  staff  have  negotiated  the  Term  Sheet  attached  as 
Exhibit  B  to  the  staff  report  accompanying  this  resolution  (the  "Term 
Sheet"),  which  sets  forth  the  essential  terms  upon  which  the  Port  and 
Developer  will  negotiate  in  good  faith  to  reach  agreement  on  the  final 
development  agreement,  lease,  and  related  documents  ("Transaction 
Documents")  and  is  incorporated  by  this  reference;  and 

WHEREAS,  The  parties  acknowledge  that  the  Term  Sheet  is  not  itself  a  binding 
agreement  that  commits  the  Port  or  Developer  to  proceed  with  the 
approval  or  implementation  of  the  Project  and  that  the  Project  will  first 
undergo  environmental  review  under  the  California  Environmental  Quality 
Act  ("CEQA")  and  will  be  subject  to  public  review  in  accordance  with  the 
processes  of  the  Port  Commission,  other  City  departments  and  offices, 
and  other  government  agencies  with  approval  over  the  proposed  Project 
before  any  entitlements  and  other  regulatory  approvals  required  for  the 
Project  will  be  considered;  and 


WHEREAS,  Developer's  parent,  Forest  City  Development  Enterprises,  Inc.,  is  a 
publicly-traded  company  with  exceptional  access  to  capital  and  Port 
financial  staff  have  reviewed  and  confirmed  the  financial  capacity  of 
Developer's  parent  in  amounts  sufficient  to  satisfy  its  obligation  to  fund  its 
remaining  obligations  under  Phases  1  and  2  of  the  ENA;  now,  therefore  be 
it 


RESOLVED,  That  the  Port  Commission  hereby  endorses  the  Term  Sheet  and 

authorizes  and  directs  the  Executive  Director  of  the  Port,  or  her  designee, 
to  execute  the  Term  Sheet  following  its  presentation  to  and  endorsement 
by  the  Board  of  Supervisors  and  a  finding  by  the  Board  of  Supervisors  that 
the  Project  is  fiscally  feasible  and  responsible  under  San  Francisco 
Administrative  Code  Chapter  29  (the  "Fiscal  Feasibility  Finding"),  and  if 
the  Board  of  Supervisors  fails  to  make  a  Fiscal  Feasibility  Finding  for  the 
Project  or  endorse  the  Term  Sheet,  to  either  terminate  the  ENA  or 
negotiate  revisions  to  the  Term  Sheet  consistent  with  the  Board  of 
Supervisors  resolution;  and  be  it  further 

RESOLVED,  That  if  the  Board  of  Supervisors  endorses  the  Term  Sheet  and  makes  a 
Fiscal  Feasibility  Finding  for  the  Project,  the  Port  Commission  directs  the 
Executive  Director  of  the  Port,  or  her  designee,  to  work  with  the  Planning 
Department  and  Developer  to  undertake  review  of  the  Project  under 
CEQA  and  negotiate  the  terms  and  conditions  of  the  final  Transaction 
Documents,  with  the  understanding  that  the  final  terms  and  conditions  of 
the  Transaction  Documents  negotiated  between  Port  staff  and  Developer 
during  the  exclusive  negotiation  period  will  be  subject  to  the  approval  of 
the  Port  Commission  and  as  applicable,  the  Board  of  Supervisors  and  the 
Mayor;  and  be  it  further 

RESOLVED,  That  the  Port  Commission  reserves  the  right,  if  exclusive  negotiations  with 
Developer  are  unsuccessful  and  do  not  lead  to  approval  of  Transaction 
Documents,  to  undertake  other  efforts  such  as  issuing  a  new  request  for 
qualifications  or  proposals,  at  the  Port  Commission's  sole  discretion;  and 
be  it  further 

RESOLVED,  That  the  Port  Commission's  endorsement  of  the  Term  Sheet  and  direction 
to  Port  staff  does  not  commit  the  Port  Commission  or  the  City  to  approve 
final  Transaction  Documents,  implement  the  Project,  or  grant  any 
entitlements  to  Developer,  nor  does  endorsement  of  the  Term  Sheet 
foreclose  the  possibility  of  considering  alternatives  to  the  proposal, 
imposing  mitigation  measures,  or  deciding  not  to  grant  entitlement  or 
approve  or  implement  the  Project,  after  conducting  and  completing 
appropriate  environmental  review  under  CEQA,  and  while  the  Term  Sheet 
identifies  certain  essential  terms  of  a  proposed  transaction  with  the  Port,  it 
does  not  set  forth  all  of  the  material  terms  and  conditions  of  any  final 
Transaction  Documents;  and  be  it  further 
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RESOLVED,  That  the  Port  Commission  will  not  take  any  discretionary  actions 

committing  the  Port  to  implement  the  Project,  and  the  provisions  of  the 
Term  Sheet  are  not  intended  and  will  not  become  contractually  binding  on 
the  Port  unless  and  until  the  Port  Commission  and  the  Planning 
Commission  have  reviewed  and  considered  environmental  documentation 
prepared  in  compliance  with  CEQA  for  the  Project  and  the  Project  has 
been  approved. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port 
Commission  at  its  meeting  of  May  28,  2013. 


Secretary 
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TERM  SHEET  FOR  PROPOSED  PROJECT  AT  PIER  70  WATERFRONT  SITE 

INTRODUCTION 

This  Term  Sheet,  dated  for  reference  purposes  only  as  of  ,  2013,  is  the 

"Term  Sheet"  referred  to  in  the  Performance  Benchmarks  in  the  Exclusive  Negotiation 
Agreement  dated  as  of  July  12,  2011,  between  the  City  and  County  of  San  Francisco 
(the  "City"),  acting  by  and  through  its  Port  Commission  (the  "Port"),  and  Forest  City 
Development  California,  Inc.,  a  California  corporation  ("Master  Developer1')  (the 
"ENA"),  and  sets  forth  the  basic  terms  on  which  the  Port  and  Master  Developer  (the 
"Parties")  will  negotiate  further  agreements  for  the  development  of  an  approximately 
28-acre  portion  of  the  approximately  69-acre  Pier  70  area  ("Pier  70")  (the  "Waterfront 
Site")  depicted  in  Exhibit  A  (Site  Description)  as  a  mixed-use  project  as  further 
described  below  (the  "Project").  This  Term  Sheet  is  intended  to  provide  for 
development  that  will  be  consistent  with  the  Port's  obligations  under  the  Burton  Act 
(stats.  1968,  ch.  1333),  as  amended  including  amendments  effected  by  Assembly 
Bill  418  (stats.  2011,  ch.  447)  ("AB  418"),  and  the  public  trust  for  commerce,  navigation, 
and  fisheries  (collectively,  the  "public  trust").  All  attached  exhibits  are  incorporated  into 
this  Term  Sheet  by  reference. 

This  Term  Sheet  summarizes  negotiations  regarding  the  Project,  has  been  informed  by 
the  ongoing  public  review  process  for  the  Project,  and  is  subject  to  endorsement  by  the 
Port  Commission  and  the  Board  of  Supervisors  (the  "Board"),  each  in  its  respective 
sole  discretion.  The  Parties  have  negotiated  this  Term  Sheet  to  satisfy  the 
requirements  of  Section  4.3  of  the  ENA. 

After  Port  Commission  and  Board  endorsement,  the  Parties  will  continue  to  negotiate 
and  amplify  the  terms  (including  all  defined  terms)  in  this  Term  Sheet  and  incorporate 
them  into  a  Disposition  and  Development  Agreement  (the  "DDA")  and  related 
transaction  documents  between  the  Port  and  Master  Developer  (collectively,  the 
"Transaction  Documents").  The  Conceptual  Land  Use  Plan  for  the  Project  attached 
as  Exhibit  B,  applicable  provisions  of  this  Term  Sheet,  and  a  proposed  Special  Use 
District  ("SUD")  will  be  used  as  the  basis  for  the  preparation  of  a  land  use  plan  for  the 
land  within  the  SUD  including  the  Waterfront  Site  (the  "Prop  D  Land  Use  Plan")  that  will 
be  submitted  to  the  Board  for  approval  concurrently  with  the  Transaction  Documents 
under  San  Francisco  Charter  section  B7. 31 0(h).  In  addition,  the  Parties  anticipate  that 
Master  Developer  will  assist  the  Port  in  preparing  a  financing  plan  for  the  remainder  of 
Pier  70  as  authorized  under  Charter  section  B7.310  (the  "Pier  70  Financing  Plan"). 

The  Project  is  subject  to  environmental  review  under  the  California  Environmental 
Quality  Act  ("CEQA")  and  certification  of  the  final  environmental  impact  report  for  the 
Project  (the  "EIR"),  adoption  of  a  mitigation  monitoring  and  reporting  program  ("MMRP") 
if  necessary,  and  approval  of  the  Project  and  the  Transaction  Documents  (collectively, 
the  "Project  Approval").  Along  with  any  attached  or  underlying  documents,  this  Term 
Sheet  outlines  certain  basic  terms  contemplated  for  the  Transaction  Documents  but  is 
not  intended  to  be,  and  will  not  become,  contractually  binding  on  any  Party  except  to  the 
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extent  the  City,  including  its  Port,  and  Master  Developer  execute  and  deliver  the  DDA 
and  other  Transaction  Documents  incorporating  the  Term  Sheet  provisions  and  any 
other  conditions  to  the  Project  Approval  (the  "DDA  Effective  Date").  The  Parties  will 
agree  before  the  DDA  Effective  Date  on  the  timing  of  the  Port's  submittal  of  the  Pier  70 
Financing  Plan  to  the  Board  for  consideration. 

OVERVIEW 

A.      The  Waterfront  Site  and  the  Port's  Objectives  for  Development 

The  Waterfront  Site  is  an  approximately  28-acre  site  located  in  the  southeast  corner  of 
Pier  70.  The  Waterfront  Site  currently  contains  a  mix  of  heavy  commercial  and  light 
industrial  buildings  and  uses,  including  warehousing,  contractor  and  construction 
storage,  and,  until  June  2013,  the  City's  towed  car  impound  facility. 

The  Port  acquired  portions  of  the  Waterfront  Site  and  the  rest  of  Pier  70  from  the  State, 
the  federal  government,  and  private  parties.  Portions  of  Pier  70  are  historic  uplands 
that  were  never  submerged  tidelands  subject  to  the  public  trust,  and  several  parcels 
have  been  in  and  out  of  private  and  federal  ownership,  creating  a  patchwork  of  parcels 
subject  to  public  trust  restrictions.  To  address  the  land  use  restrictions  and  title 
uncertainties  related  to  the  public  trust,  AB  418  delegates  to  the  State  Lands 
Commission  (sometimes,  "State  Lands")  the  authority  to  enter  into  trust  exchange 
agreements  that  reorient  these  lands  to  further  benefit  the  trust.  Reorientation  of  the 
public  trust  on  Pier  70,  including  the  Waterfront  Site,  would  allow  the  development  of 
cultural,  institutional,  office,  biotech,  other  commercial,  and  residential  uses  in  areas  that 
are  least  suitable  for  public  trust  uses,  fulfilling  the  potential  of  the  Waterfront  Site  to 
generate  the  revenues  needed  to  revitalize  Pier  70  as  a  whole  and  meet  the  City's  and 
the  Port's  overarching  goals. 

Given  its  size,  location,  and  history,  the  Waterfront  Site  is  one  of  the  Port's  most 
desirable  development  sites  but  also  one  of  the  most  challenging.  From  2007  to  2010, 
Port  staff  lead  a  community  planning  process  to  develop  a  planning  document  in  the 
context  of  existing  policies  for  the  Eastern  Neighborhoods-Central  Waterfront  Plan  to 
help  guide  potential  development  partners  at  Pier  70.  On  May  11,  2010,  by  Resolution 
No.  10-27,  the  Port  Commission  endorsed  the  vision,  goals,  objectives,  and  design 
criteria  of  the  Pier  70  Preferred  Master  Plan  (the  "Master  Plan").  The  Master  Plan 
creates  a  strong  policy  framework  that  also  sets  forth  flexible  strategies  for  Port 
development  offerings  and  implementation  initiatives.  As  expressed  in  the  Master  Plan, 
the  Port's  vision  for  Pier  70  is  to: 

Create  a  vibrant  and  authentic  historic  district  that  re-establishes  the 
historic  activity  level,  activates  new  waterfront  open  spaces,  creates  a 
center  for  innovative  industries,  and  integrates  ongoing  ship  repair 
operations. 

The  Master  Plan  provides  a  framework  for  Pier  70  that  serves  to: 
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•  Allocate  land  between  parks,  ship  repair,  historic  rehabilitation,  and  new 
development  sites  in  a  manner  to  frame  developer  solicitations. 

•  Establish  infill  design  guidelines  to  protect  the  integrity  of  the  historic  district  as 
substantial  new  development  occurs. 

•  Prioritize  investment  in  the  most  significant  historic  buildings. 

•  Recognize  the  environmental  remediation  needed  to  reuse  Pier  70. 

•  Establish  a  basis  to  work  with  the  State  Lands  staff  to  define  and  secure 
legislation  to  rectify  the  public  trust  at  Pier  70. 

•  Coalesce  community  support  for  a  revitalized  Pier  70,  including  substantial 
new  development. 

Through  the  Pier  70  planning  and  developer  solicitation  processes,  the  Port  identified 
the  following  objectives  for  the  Waterfront  Site: 

•  Serve  as  the  catalyst  project  for  Pier  70  to  support  the  sitewide  goals 
established  in  the  Master  Plan,  in  particular,  securing  the  necessary 
entitlements  and  approvals  for  public  financing  to  fund  sitewide  public  benefits. 

•  Create  a  first  class  jobs  center  at  Pier  70  that  complements  existing  ship  repair 
operations  and  reestablishes  Pier  70  as  a  major  economic  hub  for  San 
Francisco.  At  build-out,  the  Port  expects  the  Waterfront  Site  to  represent  a 
significant  employment  center  with  jobs  well-matched  to  San  Francisco's 
workforce. 

•  Generate  land  value,  tax  revenues,  and  investment  needed  to  support  the 
infrastructure,  parks,  and  historic  rehabilitation  investments  to  realize  the 
Master  Plan. 

•  Design  and  development  of  new  buildings  that  enhance  and  respect  the  site's 
historic  resources  and  overall  the  historic  district. 

•  Open  the  eastern  shore  of  the  site  to  the  public  with  a  major  new  waterfront 
park. 

•  Create  business  and  employment  opportunities  for  local  workers  and 
businesses  during  the  design,  construction,  and  operation  phases  of  the 
project. 

•  Strive  for  a  "carbon-neutral"  development  program  minimizing  the  reliance  on 
the  private  automobile  and  enhancing  the  pedestrian  experience  of  this 
historic  site  and  the  bayshore. 
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•  Integrate  Pier  70  into  the  eastern  neighborhoods  of  San  Francisco  through 
new  street  networks  and  destinations  that  bring  people  to  the  Bay's  edge. 

•  Encourage  on-site  alternative  energy  generation  and  conservation  systems, 
and  reduction  of  vehicle  usage,  emissions,  and  vehicle  miles  traveled  to 
reduce  carbon  footprint  impacts  of  new  development,  consistent  with  the  Port's 
Climate  Action  Plan. 

•  Establish  a  street  system  within  Pier  70  that  connects  with  the  street  grid  from 
the  Dogpatch  and  Potrero  Hill  neighborhoods. 

Using  its  Master  Plan  for  Pier  70,  together  with  development  objectives  and  criteria  for 
the  Waterfront  Site  developed  in  the  public  planning  process,  the  Port  initiated  in 
August  2010  a  public  solicitation  process  by  a  Request  for  Developer  Qualifications  (the 
"RFQ")  to  select  a  private  developer  partner  for  the  development  of  the  Waterfront  Site. 
The  RFQ  called  for  the  Waterfront  Site  developer  to  aid  the  Port  in  advancing  the 
Master  Plan  vision,  including  the  following  efforts: 

•  Further  the  vision  for  the  entire  Pier  70  area  (with  the  Port  and  stakeholders) 
and  develop  site  plans  with  private  sector  expertise. 

•  Develop  an  infrastructure  plan  for  new  streets  and  extensions  of  existing 
streets,  utilities,  and  other  infrastructure  that  includes  the  full  69  acres  and  off- 
site  needs. 

•  Identify  the  development  program  for  the  Waterfront  Site. 

•  In  collaboration  with  the  Port,  secure  entitlements  for  the  entire  Pier  70  area 
that  meet  the  Waterfront  Site  project  needs  and  establish  the  framework  for 
the  area  as  a  whole. 

•  Working  with  the  Port,  secure  public  finance  and  other  approvals  from  Board 
using  mechanisms  authorized  by  Proposition  D  (described  below). 

Port  staff,  aided  by  consultants,  an  evaluation  panel,  and  taking  into  consideration 
public  comments  made  at  a  community  workshop,  evaluated  the  submittals  for  the  Port 
Commission's  consideration.  After  considering  the  staff  memorandum  presenting  the 
evaluation  and  public  comments  at  its  hearings,  the  Port  Commission  in  April  201 1 
selected  Master  Developer  for  exclusive  negotiations  for  development  of  the  Waterfront 
Site.  The  Parties  entered  into  the  ENA  in  July  201 1 .  This  Term  Sheet  is  a  result  of  the 
exclusive  negotiations  process. 

B.      General  Project  Description 

The  Waterfront  Site  will  be  a  new  mixed-use  innovation  district  created  on  a  site  now 
used  principally  for  City  tow  operations  and  other  industrial  uses.  Master  Developer's 
Waterfront  Site  concept  plan  comprises  the  following  three  primary  building  uses  that  all 
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work  interdependently  and  support  each  other:  (1)  Commercial  Office  and  Retail; 
(2)  Innovation,  Retail  and  Arts  (described  below);  and  (3)  residential. 

Residential  use  will  be  crucial  to  creating  a  mixed-use  neighborhood  that  reflects  the 
best  of  San  Francisco  and  echoes  the  truly  mixed-use  character  of  the  adjacent 
Dogpatch  neighborhood.  Residential/mixed-use  will  create  more  housing  to  meet  the 
demand  driven  by  job  growth  in  San  Francisco's  eastern  neighborhoods,  reduce 
commuting  times  and  traffic,  support  the  retail  and  community  spaces  at  Pier  70,  and 
increase  the  density  of  people  on  the  site,  making  it  an  active,  vibrant,  and  safer  place. 
The  housing  will  be  located  primarily  in  the  mixed-use  core  of  the  Waterfront  Site  that 
includes  a  combination  of  small  scale  local  production,  arts  and  cultural  uses,  small 
business  incubator  uses,  retail  and  innovation  retail,  and  other  publicly-accessible  and 
activating  uses  (collectively,  "Innovation,  Retail  and  Arts"),  much  in  rehabilitated 
historic  structures.  These  uses,  which  will  permeate  the  street  level,  are  essential  to 
placemaking,  to  creating  community,  and  to  making  Pier  70  a  distinct  part  of  the  San 
Francisco  waterfront.  Consistent  with  the  Master  Plan,  Master  Developer's  concept 
plan  includes  commercial/office  space  placed  to  frame  the  core  of  mixed-use  residential 
and  creative  uses  occupied  by  office  knowledge  economy  office  companies  that  desire 
the  eclectic,  creative  district  supported  by  the  Innovation,  Retail  and  Arts  and  residential 
uses. 

At  build-out,  the  Project  would  include  approximately  3.25  million  gross  leasable  square 
feet  ("gsf")  of  vertical  development  with  additional  above-grade  and  below-grade 
parking  uses,  and  would  create  approximately  7  acres  of  new  and  expanded  parks  and 
shoreline  access.  The  Conceptual  Land  Use  Plan  for  the  Project  is  attached  as 
Exhibit  B. 

Based  on  current  conceptual  plans,  the  Waterfront  Site  would  be  divided  into 
approximately  20-25  buildable  parcels  (each,  a  "Development  Parcel"),  which  would  be 
developed  in  up  to  four  major  phases  (each,  a  "Phase")  as  a  mix  of  commercial/office, 
Innovation,  Retail  and  Arts,  and  market  rate  and  affordable  residential  uses.  The 
precise  combination  of  uses  would  be  determined  in  response  to  market  demands  as 
the  Project  moves  forward.  Conceptual  plans  currently  call  for  three  of  the  parcels  - 
Parcels  C-1A,  C-1B,  and  C-2  -  to  hold  structured  parking  (collectively,  the  "District 
Parking  Facilities")  to  serve  the  new  development.  Master  Developer  would  also 
rehabilitate  Buildings  2,  12,  and  21,  which  have  been  classified  as  historically  or 
architecturally  significant  historic  resources  within  the  proposed  Pier  70  National 
Register  Historic  District  and  would  be  adaptively  rehabilitated  for  reuse  in  compliance 
with  the  Secretary  of  the  Interior's  Standards  for  the  Treatment  of  Historic  Properties 
(the  "Secretary's  Standards")  (collectively,  the  "Historic  Improvements"). 

C.      Description  of  Development 

1.       Land  UseA/ertical  Development 

At  final  build-out  of  the  Waterfront  Site,  the  Project  is  proposed  to  include  up  to 
3.25  million  gsf  of  above-grade  construction  ("vertical  development")  by  Master 
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Developer,  or  its  affiliates  or  joint  ventures,  or  third  parties  (each,  a  "Vertical 
Developer")  in  new  buildings  and  the  Historic  Improvements,  not  including  square 
footage  allocated  to  accessory  and  district  parking,  as  shown  in  Exhibit  B  (Conceptual 
Land  Use  Plan).  The  currently  estimated  amounts  of  primary  land  uses  at  build-out  are 
listed  below.'  The  DDA  will  identify  flexible  zoning  controls  that  will  permit  certain 
parcels  to  be  developed  for  either  commercial  or  residential  uses  to  allow  for 
development  that  responds  to  market  conditions.  The  Parties  anticipate  that  the  Project 
will  continue  to  evolve  throughout  the  CEQA  analysis,  the  public  review  process  under 
CEQA,  and  the  Project  Approval  process. 

a.  Residential:  950  units  in  approximately  800,000  gsf,  which  may 
increase  under  the  flexible  zoning  described  under  Site  Zoning  below. 
Approximately  1 10,000  gsf  of  residential  development  (approximately  120  units) 
will  be  included  in  Building  2,  which  is  one  of  the  Historic  Improvements. 

b.  Commercial  Office,  including  Class  A  office  and  research  and 
development  space:  up  to  2.25  million  gsf.  Approximately  60,000  gsf  of 
commercial  development  will  be  included  in  Building  12,  which  is  one  of  the 
Historic  Improvements.  Commercial  Office  uses  within  flex  zones  will  provide  the 
opportunity  to  replace  commercial  uses  with  residential  uses  subject  to  a  sitewide 
maximum  of  3.25  million  gsf,  excluding  parking. 

c.  Innovation,  Retail  and  Arts:  up  to  400,000  gsf,  including  up  to 
120,000  gsf  of  Innovation,  Retail  and  Arts  space  located  within  Buildings  E-1A 
and  E-1 B,  approximately  1 1 5,000  gsf  within  Buildings  1 2  and  21 ,  which  are 
Historic  Improvements,  and  the  remainder  located  within  ground  floors  of 
commercial  and  residential  parcels. 

d.  Open  Space  and  Recreation:  Approximately  7  acres 

e.  Parking:  Maximum  parking  ratios  permitted  will  be  as  follows,  to  be 
located  within  structured  parking  facilities  and  individual  buildings,  as  described 
in  Section  5  (Phasing): 

•  Residential  Condominium  Units:  one  space  per  unit 

•  Residential  Rental  Units:  0.5  space  per  unit 

•  Commercial  (including  office,  restaurant,  retail,  Innovation,  Retail 
and  Arts,  and  all  other  uses):  0.9  spaces  per  1 ,000  gsf  of  floor  area 

2.       Horizontal  Development 

The  term  "horizontal  development"  generally  means  the  activities  that  Master 
Developer  is  obligated  to  construct,  as  described  immediately  below.  The  preliminary 


1  Actual  square  footages  and  unit  counts  may  be  lower  or  higher  based  on  final  uses  built  under  flexible 
zoning,  subject  to  a  maximum  sitewide  square  footage  that  will  be  analyzed  in  the  Project  EIR. 
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definition  of  "Horizontal  Development  Costs,"  in  Section  9  (Sources  and  Uses) 
means  the  costs  Master  Developer  reasonably  incurs  for  horizontal  development 
including: 

a.  predevelopment  activities,  including  all  preliminary  planning  and 
design  work,  environmental  review  under  CEQA,  negotiation  of  the  financial  and 
other  terms  of  the  Transaction  Documents  and  other  documents  leading  up  to 
Project  Approval,  and  any  incremental  costs  of  including  the  Third-Party  Parcels 
(see  Section  15  (20th/lllinois  and  Third-Party  Parcels),  or  any  other  property 
within  or  adjacent  to  Pier  70  at  the  Port's  or  the  City's  request,  in  the  SUD  and 
CEQA  review  ("Entitlement"); 

b.  site  preparation,  including  removal  of  contaminated  soils,  grading, 
soil  compaction  and  stabilization,  construction  and  installation  of  water,  sanitary 
sewer,  storm  drainage,  and  utility  infrastructure,  and  subsurface  improvements  to 
mitigate  seismic  conditions  ("Infrastructure");  and 

c.  construction  of  streets  and  walkways,  maritime  facilities,  shoreline 
improvements,  public  access,  and  parks  ("Public  Facilities"). 

3.      Open  Spaces,  Parks,  and  Recreation. 

The  Project  will  create  a  significant  new  7-acre  waterfront  open  space  network  that  will: 
(a)  complement  Pier  70  waterfront  improvements  outside  of  the  Waterfront  Site  that 
include  the  new  Crane  Cove  Park;  (b)  extend  the  Blue  Greenway  and  Bay  Trail  through 
the  southern  half  of  Pier  70;  (c)  celebrate  the  industrial  history  of  the  site;  and 
(d)  establish  a  unique,  urban  waterfront  with  a  local  character  that  is  activated  by  the 
uses  in  the  buildings  adjacent  to  the  open  spaces.  Key  zones  of  the  open  space 
program  include: 

a.  Market  Square  will  be  an  approximately  0.6-acre  courtyard-type 
open  space  bounded  by  two  of  the  Waterfront  Site's  historic  resources,  Building  2  and 
Building  12.  Market  Square  will  be  the  most  urban  part  of  the  Waterfront  Site.  The 
space  will  open  up  from  the  market  hall  that  will  be  located  on  the  ground  floor  of 
Building  12  and  will  be  a  natural  location  for  a  farmers  market,  outdoor  movies,  and 
other  events. 

b.  Slipways  Commons  will  be  a  3.9-acre  zone  of  open  space  that 
connects  the  Waterfront  Site's  historic  resources  to  the  waterfront  and  will  comprise 
three  unique  spaces.  First,  at  its  northernmost  point  adjacent  to  historic  Building  6 
(which  is  outside  the  Waterfront  Site),  the  area  will  be  a  quieter  zone  of  landscaping 
conducive  to  picnicking,  throwing  a  Frisbee®,  or  viewing  the  majestic  ships  in  drydock 
at  the  BAE  Systems  facility.  The  central  portion  of  the  park  will  be  a  unique  space 
flanked  on  both  sides  by  buildings  that  on  the  ground  level  contain  Innovation,  Retail 
and  Arts  uses  that  can  spill  out  onto  the  park  without  a  vehicular  roadway  in  between, 
such  as  an  indoor/outdoor  performance  venue,  beer  garden,  art  galleries  and  studios, 
cultural  uses,  or  small  scale  local  producers.  The  Point  will  be  a  shoreline  open  space 
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that  connects  with  an  extended  20  Street  to  the  north  and  Slipways  Common  to  the 
south  and  offer  views  to  the  ship  repair  operations  and  city  skyline.  The  Blue  Greenway 
will  be  aligned  through  this  open  space.  Slipways  Promenade  along  the  southernmost 
portion  of  the  waterfront  will  create  a  generous  shoreline  promenade  with  a  pedestrian 
and  bicycle  pathway,  flanked  on  one  side  by  restaurants  and  cafes  below  residential 
uses  and  on  the  other  by  iconic  finger  piers  of  the  historic  craneway  structures  that  offer 
opportunities  for  fishing  or  pausing  out  over  the  Bay  waters. 

c.      The  concept  plan  includes  approximately  1 .7  acres  of  useable  open 
space  on  the  rooftops  of  the  district  parking  structures.  Uses  may  consist  of 
recreation/sports  fields/courts,  urban  agriculture,  or  other  publicly-accessible  uses.  The 
spaces  will  be  designed  to  be  easily  accessible  from  various  locations  on  the  Waterfront 
Site. 

As  shown  in  Exhibit  C  (Illustrative  Phasing  Plan),  the  development  of  these  parks  and 
open  spaces  will  be  fairly  distributed  among  the  Project  Phases  to  assure  that  they  are 
completed  in  coordination  with  the  adjacent  Development  Parcels. 

Parks  and  open  spaces  will  be  owned  by  and  remain  under  the  jurisdiction  and  control 
of  the  Port,  and  will  be  programmed  by  Master  Developer  subject  to  Port  approval  and 
conditions  of  the  San  Francisco  Bay  Conservation  and  Development  Commission 
("BCDC")  through  a  major  permit  applicable  to  the  Waterfront  Site.  Maintenance  of  the 
parks  and  open  spaces  will  be  funded  by  special  taxes  imposed  on  privately-owned  and 
occupied  land  and  buildings  in  a  community  facilities  district  ("CFD")  formed  on  the 
Waterfront  Site  under  the  Mello-Roos  Community  Facilities  Act  of  1982  (Cal.  Gov.  Code 
§§  5331 1-53368.3)  or  the  San  Francisco  Special  Tax  Financing-Law  (Admin.  Code 
ch.  43,  art.  10)  (in  either  case,  "CFD  Law"). 

4.       Flexible  Zoning  Scheme 

A  key  element  of  the  conceptual  land  use  program  is  the  flexibility  to  respond  to  future 
market  demands.  As  shown  in  Exhibit  B  (Conceptual  Land  Use  Plan),  certain  parcels 
will  be  residential  with  ground  floor  Innovation,  Retail  and  Arts  uses  and  others  will  be 
commercial.  During  the  Project  Entitlement  process,  Master  Developer  will  work  with 
the  City  and  the  Port  to  identify  Development  Parcels  that  will  be  zoned  flexibly  to  allow 
either  product  type  and  that  would  provide  the  opportunity  to  replace  commercial  with 
residential  uses,  subject  to  the  sitewide  maximum  of  3.25  million  gsf.2 

As  illustrated  on  Exhibit  E  (Conceptual  Height  Map),  the  land  use  program  has  been 
designed  to  retain  lower-scale  buildings  around  the  historic  structures,  fronting  on  the 
open  space  and  along  the  waterfront  while  also  incorporating  the  density  necessary  to 
support  required  infrastructure  costs,  project  feasibility,  and  the  foot  traffic  needed  to 


_  Master  Developer  and  the  Port  will  examine  different  flexible  zoning  arrangements  during  the  Project 
Entitlement  phase,  including  Project  variants  with  up  to  2,000  residential  units  and  corresponding 
reductions  in  commercial  space  within  the  sitewide  maximum  development  envelope  of  3.25  million  gsf 
of  space.  These  Project  variants  will  be  subject  to  environmental  and  public  review  during  the 
Entitlement  process. 
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support  the  Innovation,  Retail  and  Arts  uses  on  the  street  level.  To  retain  that  required 
density,  a  limited  number  of  structures  of  up  to  230  feet  in  height  could  be  located  on 
the  Waterfront  Site.  The  specific  numbers  and  locations  of  these  buildings  would  be 
within  zones  identified  in  the  adopted  design  guidelines,  with  final  locations  to  be 
defined  during  the  build-out  of  the  Project  in  accordance  with  the  adopted  design 
guidelines. 

The  flexible  zoning  will  include  the  ability  to  replace  the  use  of  one  of  the  District 
Parking  Facilities  parcels  with  another  residential  or  commercial  use,  with 
corresponding  adjustments  to  sitewide  maximums  for  residential  and  commercial  uses. 
This  will  allow  the  land  use  plan  and  program  area  to  be  adjusted  in  the  future  should 
Master  Developer  determine  that  Waterfront  Site  parking  needs  during  Project  build-out 
are  less  than  currently  projected  for  reasons  that  may  include  increased  transit  service 
to  the  Waterfront  Site  by  the  San  Francisco  Municipal  Transportation  Agency 
("SFMTA"),  other  transit  demand  management  measures  that  reduce  the  need  for 
parking,  or  other  reasons. 

5.  Parking 

The  Project  will  contain  parking  within  the  District  Parking  Facilities  and  within  individual 
buildings.  The  District  Parking  Facilities  will  be  constructed  as  necessary  to  support  the 
demands  of  the  Project.  Based  on  the  current  conceptual  phasing  plan,  the  District 
Parking  Facilities  are  projected  to  be  constructed  in  Phases  3  and  4,  although  one  or 
more  could  be  constructed  as  part  of  an  early  Phase  of  the  Project.  District  Parking 
Facilities  will  provide  parking  primarily  for  Waterfront  Site  commercial  uses  and  Historic 
Improvements  consistent  with  applicable  maximum  parking  ratios  described  in  Land 
UseA/ertical  Development  above,  but  will  also  include  some  residential  parking.  If  the 
Port  is  able  to  secure  sufficient  additional  funding  sources  to  pay  for  the  incremental 
cost,  the  District  Parking  Facilities  may  be  designed  also  to  serve  demand  for  other 
Pier  70  users,  subject  to  appropriate  shared-use  agreements. 

The  Port  and  Master  Developer  may  agree  in  the  course  of  development  to  move  a 
District  Parking  Facility  to  another  location  at  or  adjacent  to  Pier  70,  in  which  case  the 
Development  Parcel  would  be  available  for  development  for  either  residential  or 
commercial  use,  subject  to  the  sitewide  maximum  of  3.25  million  gsf. 

The  Parties  will  re-examine  parking  needs  and  consider  reduced  parking  ratios  in  later 
Phases,  in  light  of  improvements  in  regional  and  local  transit  service  to  Pier  70. 

D.      Affordable  Housing 

New  housing  built  for  the  Project  will  meet  City  inclusionary  housing  requirements  under 
Planning  Code  sections  415.1-415.9,  which  allows  for  onsite  or  off-site  affordable  units 
or  fees  in-lieu  of  affordable  housing.  With  respect  to  rental  housing,  the  Parties  will 
explore  the  feasibility  of  producing  80/20  tax  credit  projects  in  which  individual  buildings 
will  include  20%  onsite  affordable  housing  meeting  applicable  affordability  requirements 
and  restrictions.  Master  Developer  and  the  City  through  the  Mayor's  Office  of  Housing 
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("MOH"),  the  Office  of  Economic  and  Workforce  Development  ("OEWD"),  and  the  Port's 
Planning  Division  may  investigate  alternative  potential  ways  to  meet  current 
requirements.  These  alternatives  may  include  a  sliding  scale  that  specifies  a  higher 
percentage  of  units  affordable  to  households  at  higher  levels  of  income  or  delivery  of  a 
portion  of  the  affordable  units  in  buildings  in  which  100%  of  the  units  are  income- 
restricted.  Affordable  housing  will  be  delivered  in  a  balanced  manner  throughout  the 
phasing  of  the  Project. 

Subject  to  further  consultation  with  MOH,  residential  condominiums,  if  built,  may  or  may 
not  include  inclusionary  units.  If  affordable  condominium  units  are  not  included  onsite, 
the  Vertical  Developer  will  pay  in  lieu  fees  for  the  Development  Parcel. 

E.      Transportation  Demand  Management  Plan 

Master  Developer  will  implement  a  Transportation  Demand  Management  Plan  ("TDMP") 
in  coordination  with  other  Port  Pier  70  tenants  that  will  provide  a  comprehensive 
strategy  to  manage  the  transportation  demands  created  by  the  Project.  The  mixed-use 
nature  of  the  Project's  land  use  program,  the  transit  options  in  the  Central  Waterfront, 
and  the  Waterfront  Site's  proximity  to  San  Francisco's  resources  and  services  mandate 
that  single-occupancy  vehicle  trips  be  reduced.  The  transportation  strategy  for  the 
Project  is  based  on  reducing  vehicle  miles  traveled  by  fostering  multiple  modes  of 
sustainable  transportation,  emphasizing  pedestrian,  bicycle,  and  public  transit  options. 
The  land  use  plan  is  oriented  to  create  a  dense,  urban  neighborhood  clustered  near 
accessible  transit  with  streets  and  paths  that  favor  walking  and  bicycling.  Market-based 
pricing  strategies  for  parking  will  be  supported  by  innovative  programs  to  reduce 
automobile  dependence  and  promote  the  use  of  public  transit.  A  district  parking 
strategy  enables  delivery  of  parking  as  needed  to  meet  actual  future  demands  as 
development  proceeds.  Parking  for  the  site  will  be  managed  to  maximize  availability  of 
on-street  parking  within  Pier  70  and  to  maximize  shared  use  of  available  parking  by 
different  users  at  different  times  of  the  day  or  week,  so  long  as  the  use  of  the  parking  at 
the  applicable  parking  ratios  for  the  Project  buildings  and  uses  is  assured. 

The  TDMP  will  incorporate  smart  and  sustainable  transportation  planning  principles  to 
address  the  transportation  needs  of  the  Project,  consistent  with  the  City's  Transit  First, 
Better  Streets,  Climate  Action,  and  Transportation  Sustainability  Plans  and  Policies. 
Consistent  with  the  CEQA  investigation,  the  TDMP  will  outline  a  series  of 
implementation  strategies  intended  to  manage  effectively  the  transportation  demands 
created  by  the  Project.  The  goal  of  these  strategies  will  be  to  minimize  the  Project's 
dependence  on  the  automobile  and  to  optimize  the  inclusion  of  non-auto  travel  modes 
providing  access  to  the  Project. 

The  Parties  will  work  with  SFMTA  to  explore  the  feasibility  of  bringing  bus  service  into 
the  Waterfront  Site  and  SFMTA's  extension  of  the  Central  Subway  turnaround  loop  to 
20th  Street  to  better  serve  the  growth  of  the  Dogpatch  neighborhood  and  Pier  70. 
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F.  Sustainability 


Delivering  a  sustainable  vision  for  the  Project  will  be  a  collaborative  effort  involving 
many  public,  private,  and,  potentially,  nonprofit  partners.  From  the  Department  of  the 
Environment  ("DOE")  to  the  San  Francisco  Public  Utilities  Commission  ("SFPUC")  to 
SFMTA  to  private  industry  to  the  future  Pier  70  residents  and  visitors  and  more,  many 
partners  will  need  to  contribute  to  realizing  the  long-term  goals  for  the  reuse  of  the 
Waterfront  Site. 

Master  Developer  will  implement,  with  appropriate  and  necessary  partners,  a 
Sustainability  Plan  that  will  provide  a  comprehensive  approach  to  achieve  the  Project 
goal  of  becoming  a  model  of  sustainability  by  exhibiting  the  concepts  and  practices  of 
sustainable  community  development  throughout  the  life  span  of  the  Project.  Master 
Developer  will  collaborate  with  the  Port  and  the  City,  specifically,  DOE,  the  Planning 
Department,  the  Port  Planning  Division,  and  SFPUC,  to  develop  the  Sustainability  Plan. 
Master  Developer  and  the  City  will  pursue  status  for  the  Project  as  a  Type  I  Eco-District 
to  help  meet  the  City's  and  Master  Developer's  environmental  goals.  A  Type  1  Eco- 
District  is  characterized  by  a  large  amount  of  undeveloped  land  typically  owned  by  a 
single  property  owner.  In  general,  Type  1  Eco-Districts  enable  horizontal  infrastructure 
development  to  be  implemented  in  advance  of  vertical  development  to  help  optimize 
Eco-District  goals.  This  type  of  Eco-District  maximizes  efficiencies  in  the  delivery  of 
goods  provided  by  infrastructure  through  district-scale  systems.  The  Planning 
Department  has  identified  the  following  potential  Type  1  Eco-Districts  in  San  Francisco: 
the  Transbay  Transit  Center  District  Plan  Area,  Pier  70,  and  Mission  Rock  at  Seawall 
Lot  337. 

After  the  Port  Commission  and  the  Board  have  endorsed  the  Term  Sheet,  the  Project 
team  will  study  the  technical  and  financial  feasibility  of  elements  of  an  Eco-District  Plan 
in  the  course  of  infrastructure  planning,  drafting  development  standards  and  controls 
and  design  guidelines,  and  environmental  review  to  allow  one  or  more  of  the  strategies 
below  to  be  analyzed  in  the  Project  EIR.  Master  Developer  and  the  City  will  develop  an 
integrated  Eco-District  Plan  that  identifies  measurable  goals,  standards,  and 
performance  metrics  that  are  within  the  reasonable  control  of  Master  Developer.  This 
Eco-District  Plan  will  be  included  in  the  DDA. 

Multiple  sustainable  site  approaches  will  be  considered  from  the  outset  of  horizontal 
development,  to  enable  vertical  development  design  proposals  to  exceed  compliance 
with  Port  Building  Code  requirements  and  achieve  Project  goals  for  integrated 
sustainable  design  and  a  low  carbon  community. 

The  following  have  been  investigated  and  will  continue  to  be  analyzed  for  potential 
inclusion  into  the  Project,  in  addition  to  future  ideas  and  technological  advances: 

1 .  centralized  energy,  potentially  utilizing  co-  or  tri-generation  systems 

2.  Bay  source  cooling 

3.  renewable  energy  technologies  such  as  photovoltaics  and  solar  thermal 


11 


4. 


wind  power 


5.  low-impact  development  (LID)  stormwater  treatment/water-sensitive  urban 
design 

6.  recycled  water  sharing  system 

7.  rainwater  harvesting  (for  reuse) 

8.  centralized/pneumatic  waste  collection  system 

9.  reduction  of  vehicle  miles  traveled 

Regardless  of  which  of  the  above  approaches  are  implemented  at  the  Waterfront  Site, 
Master  Developer  and  the  Port  will  strive  to  be  leaders  in  the  realm  of  long-term 
sustainability  planning  and  design.  The  final  strategies  to  be  implemented  at  the 
Waterfront  Site  will  follow  the  direction  of  Master  Developer's  investigation  as  noted 
above,  including  the  goals  of  an  Eco-District  Plan. 

G.  Jobs  and  Equal  Opportunity 

The  build-out  of  the  Project  is  anticipated  to  create  thousands  of  construction  and 
permanent  jobs,  and  the  planning,  design,  and  construction  work  will  provide  substantial 
contracting  opportunities  for  local  contractors  and  professional  service  firms  as  well  as 
countless  businesses,  employers,  and  organizations.  Master  Developer  will  implement 
a  Jobs  and  Equal  Opportunity  Program  designed  to  assure  that  a  portion  of  the  jobs  and 
contracting  opportunities  generated  by  the  Project  be  directed,  to  the  extent  possible 
based  on  the  type  of  work  required  and  consistent  with  collective  bargaining 
agreements,  to  local,  small,  and  economically-disadvantaged  companies  and 
individuals. 

H.  Statutory,  Regulatory,  and  Plan  Amendments 

1.       Site  Zoning 

The  Waterfront  Site  is  currently  zoned  M-2.  Master  Developer  will  work  with  the 
Planning  Department  and  Port  staff  to  draft  a  proposed  SUD  that  would  rezone  and 
establish  development  and  design  standards  and  controls  applicable  to  the  Waterfront 
Site,  the  parcel  located  along  Illinois  Street  at  20th  Street  (the  "20th/lllinois  Parcel"),  the 
PG&E-owned  Hoe  Down  Yard  at  Illinois  Street  and  22nd  Street  (subject  to  written 
agreement  with  PG&E),  and,  to  the  extent  agreed,  some  or  all  of  the  parcels  identified 
as  "Third-Party  Parcels"  on  Exhibit  F  (Third  Party  Parcels)  and  certain  other  parcels 
along  Illinois  Street  that  are  not  part  of  the  Project.  If  approved,  as  appropriate,  by  the 
Port  Commission,  the  Planning  Commission,  and  the  Board,  the  SUD  would  be 
incorporated  into  the  City's  Planning  Code,  and  the  Waterfront  Land  Use  Plan  would  be 
amended  to  incorporate  the  SUD  and  set  forth  other  development  requirements,  such 
as  the  design  review  body  and  process. 
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2.  BCDC 


After  a  multi-year  cooperative  process,  the  Port  and  BCDC  adopted  the  San  Francisco 
Waterfront  Special  Area  Plan  for  the  San  Francisco  waterfront.  The  Special  Area  Plan 
applies  the  requirements  of  the  McAteer-Petris  Act  (Gov.  Code  §§  66600-66694)  and 
BCDC's  San  Francisco  Bay  Plan.  BCDC  and  the  Metropolitan  Transportation 
Commission  jointly  published  the  San  Francisco  Bay  Area  Seaport  Plan,  which  calls  for 
preservation  of  a  16-acre  area  for  ship  repair,  which  the  Port  incorporated  into  the 
Pier  70  Master  Plan.  Consistent  with  its  mission,  BCDC  will  require  maximum  feasible 
public  access  as  a  requirement  to  issue  a  major  permit  for  that  portion  of  the  Project 
located  within  100  feet  of  the  shoreline.  In  addition  to  the  process  required  for  the  major 
permit,  the  Port  and  Master  Developer  will  consult  with  BCDC  regarding  the  approach  to 
realigning  the  San  Francisco  Bay  Trail/Blue  Greenway  through  Pier  70  as  the  area  is 
developed. 

3.  State  Lands 

AB  418  authorizes  the  State  Lands  Commission  to  effect  a  public  trust  exchange  within 
the  Pier  70  area  to  rationalize  the  configuration  of  trust  and  nontrust  property,  subject  to 
certain  required  State  Lands  Commission  findings  and  conditions,  including  the  Port 
Commission's  and  the  Board's  prior  approval.  Nontrust  property  along  the  water's  edge 
would  be  impressed  with  the  public  trust  to  promote  maritime  uses  and  public  access, 
and,  to  further  trust  purposes  the  trust  would  be  terminated  on  inland  trust  property  not 
needed  for  trust  purposes. 

The  Port  and  Master  Developer  have  initiated  preliminary  discussions  with  State  Lands 
staff  about  a  proposed  trust  exchange  under  AB  418.  Exhibit  D  (Illustrative  Public 
Trust  Map)  shows  the  proposed  future  trust  configuration  for  the  Waterfront  Site  after 
the  trust  exchange,  should  the  Port  Commission,  the  Board,  and  the  State  Lands 
Commission  authorize  the  exchange.  Under  this  anticipated  configuration,  all 
Development  Parcels  in  the  Project  would  be  nontrust  parcels  that  the  Port  would  hold 
as  trust  assets. 

After  trust  parcels  are  removed  from  the  public  trust,  the  Port  may  sell  or  ground  lease 
the  nontrust  parcels  without  public  trust  limitations  on  use,  sale,  or  length  of  ground 
lease  term,  but  under  AB  418,  all  revenues  and  proceeds  of  these  parcels  must  be 
deposited  into  the  Harbor  Fund  and  used  for  trust  purposes.  The  Port  anticipates  that  it 
will  sell  nontrust  parcels  designated  for  residential  condominiums.  The  Port  would 
ground  lease  historic  Buildings  2,  12,  and  21 ,  but  the  master  tenant  would  own  the 
Historic  Improvements  during  the  term  of  the  applicable  Ground  Lease. 

4.  Proposition  D 

Proposition  D  is  a  Charter  amendment  (codified  primarily  at  sections  B7.310-B7.320) 
authored  by  Supervisor  Maxwell  and  adopted  by  voters  in  2008  (68-32%).  The 
November  2008  Voter  Pamphlet  provides  the  following  description  of  Proposition  D: 
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Proposition  D  is  a  Charter  Amendment  that  would  provide  City  funds  to 
develop  Pier  70  if  the  Board  approves  a  financial  and  land  use  plan  for 
Pier  70  (Pier  70  Plan). 

The  Pier  70  Plan  would  determine  the  geographic  boundaries  for 
development,  improvements,  and  financing.  At  the  time  the  plan  is 
submitted,  the  City  would  calculate  the  amount  of  payroll  tax  revenues 
collected  from  the  Pier  70  Plan  area  and  estimate  the  new  hotel  and 
payroll  tax  revenues  the  City  would  collect  over  the  next  20  years  if  the 
proposed  development  occurs.  If  the  Board  approves  the  Pier  70  Plan,  the 
City  would  provide  funds  for  historic  preservation  and  the  development  of 
infrastructure  such  as  parks  and  utilities  in  an  amount  up  to  75%  of 
projected  new  Pier  70  hotel  and  payroll  tax  revenues.3 

The  Board's  approval  of  the  Pier  70  Plan  would  also  authorize  long-term 
Port  leases  in  the  area  without  any  further  Board  approval. 

The  Mayor  may  also  submit  to  the  Board  agreements  to  facilitate  the 
transfer  of  funds  between  City  agencies  and  the  Port.  If  the  Board 
approves  such  agreements,  the  City  would  be  required  to  provide  the 
necessary  funding. 

The  Conceptual  Land  Use  Plan  for  the  Project  attached  as  Exhibit  B,  applicable 
provisions  of  this  Term  Sheet,  and  the  proposed  SUD  will  be  used  as  the  basis  for  the 
proposed  Prop  D  Land  Use  Plan  that  the  Parties  will  submit  to  the  Board  for  approval 
concurrently  with  the  Transaction  Documents. 

In  addition,  Master  Developer  will  assist  the  Port  in  preparing  a  Pier  70  Financing  Plan. 
The  Parties  will  agree  on  whether  the  Port  will  submit  the  Pier  70  Financing  Plan  to  the 
Board  for  consideration  concurrently  with  or  after  the  Transaction  Documents.  The  Port 
and  Master  Developer  do  not  intend  Proposition  D  funding  to  assist  in  the  development 
of  the  Waterfront  Site  or  associated  public  benefits.  Before  the  Parties  complete  the 
Prop  D  Land  Use  Plan,  the  Port  will  determine  the  need  for  a  Pier  70  Financing  Plan  for 
Pier  70  public  benefits  outside  the  Waterfront  Site,  which  may  include  open  space, 
historic  rehabilitation,  or  transit  serving  Pier  70. 

I.       Assumptions  Underlying  Term  Sheet. 

The  Parties  acknowledge  that  the  goal  of  this  Term  Sheet  is  to  achieve  a  balance 
between  the  public  policy  objectives  of  the  Project  (as  set  forth  in  the  RFQ,  the  ENA, 
and  this  Term  Sheet)  and  Master  Developer's  need  for  a  reasonable  market  return  on 
its  investment.  After  execution  of  this  Term  Sheet  and  during  the  remaining  term  of  the 
ENA,  the  Parties  will  negotiate  in  good  faith  to  complete  final  Transaction  Documents 
and  a  final  development  program  that  provides  a  level  of  public  benefits  substantially 
consistent  with  the  Term  Sheet  and  achieves  Master  Developer's  required  market 


Under  Proposition  E,  passed  by  San  Francisco  voters  on  November  6,  2012,  the  City  payroll  tax  will 
be  phased  out  and  replaced  by  a  gross  receipts  tax  that  will  be  phased  in  over  a  5-year  period 
beginning  in  2014. 
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return.  If  any  of  the  key  assumptions  materially  changes  during  negotiations,  including 
market  conditions  or  other  key  conditions,  then  the  Parties  will  negotiate  in  good  faith  for 
the  remaining  term  of  the  ENA  to  reach  a  fair  and  balanced  agreement  that  provides 
Master  Developer  with  its  reasonable  market  rate  return  and  the  City  and  the  Port  with 
an  appropriate  public  benefits  package  that  achieves  the  public  policy  objectives  for  the 
Project. 

J.       Financial  Structure 

The  financial  structure  for  the  Project  is  summarized  briefly  immediately  below.  See 
Section  10  (Developer  Return)  and  Section  11  (Port  Participation  in  Vertical 
Development)  for  more  detail. 

Master  Developer  and  the  Port  have  created  a  conceptual  framework  to  take  advantage 
of  the  lessons  learned  during  the  City's  recent  experience  with  phased,  master  planned 
developments  and  innovative  financing  mechanisms  for  public  infrastructure  serving 
new  infill  projects.  The  entitlement  of  a  large  site  and  building  infrastructure  for  multiple 
development  opportunities  create  many  risks  for  both  Parties,  and  the  structure  under 
discussion  includes  several  provisions  to  reduce  the  normal  risks  of  development.  The 
following  concepts  serve  as  the  foundation  for  this  public-private  partnership  and  will  be 
implemented  through  the  course  of  the  Project. 

The  financial  structure  for  the  Project  is  based  on  and  balances  two  fundamental 
principles: 

•  Use  Land-Secured  Financing  Proceeds  (defined  below)  on  a  tax-exempt  basis 
to  the  maximum  extent  permitted  by  law  to  pay  for  public  infrastructure  and 
other  authorized  costs;  and 

•  Maximize  trust  termination  revenues  that  will  be  available  for  the  purposes 
authorized  under  AB  418  after  Master  Developer  has  received  a  reasonable 
market  rate  return  on  its  capital  investment. 

Except  as  otherwise  agreed,  the  DDA  will  obligate  Master  Developer  to  undertake  all 
horizontal  development,  using  capital  from  any  sources  available  to  the  Master 
Developer  ("Developer  Capital")  to  fund  Horizontal  Development  Costs  for  the  Project. 
Master  Developer  will  be  entitled  to  an  18%  cumulative  annual  return  on  Developer 
Capital  calculated  quarterly  at  the  end  of  each  quarter  (including  the  Cost  of  Carry 
(defined  below),  "Developer  Return")  for  the  use  of  its  capital. 

The  DDA  will  provide  flexibility  for  Master  Developer  and  the  Port  to  agree  to  shift 
certain  Infrastructure  obligations  to  Vertical  Developers,  such  as  back-of-curb 
improvements,  improvements  that  might  be  damaged  by  vertical  construction,  or 
otherwise  to  facilitate  efficient  delivery  of  development.  And  the  Port  will  have  the  right 
at  any  time  and  in  its  sole  discretion  to  use  any  available  source  of  public  funds  that  will 
be  less  expensive  to  the  Port  than  paying  Developer  Return  to  Master  Developer,  such 
as  land-secured  and  alternative  sources  of  public  funding,  subject  to  negotiating 
reasonable  financial  protections  in  the  DDA. 
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Master  Developer  will  own  all  Infrastructure  and  Public  Facilities  for  which  it  pays  until 
they  are  delivered  to  and  accepted  by  the  City  or  the  Port,  as  applicable.  The  City  and 
the  Port  will  be  obligated  to  acquire  qualified  Infrastructure  and  Public  Facilities, 
including  related  soft  costs  ("Qualified  Facilities"),  from  Master  Developer  in 
accordance  with  a  Financing  Plan  and  an  Acquisition  Agreement  in  the  form  to  be 
attached  to  the  DDA  (see  Section  9  (Sources  and  Uses)).  Payments  under  the 
Acquisition  Agreement  will  repay  Master  Developer  for  its  use  of  Developer  Capital  for 
Qualified  Facilities,  including  interest  on  Developer  Capital  used  to  fund  Qualified 
Facilities  to  the  extent  permitted  by  IFD  Law  section  53395.2(a)  and  CFD  Law 
section  53314.9(a)  (the  "Cost  of  Carry").  The  Summary  Pro  Forma  for  the  DDA  will 
demonstrate  the  calculation  of  the  Cost  of  Carry  in  relation  to  the  calculation  of 
Developer  Return.  The  DDA  will  describe  how  the  Parties  reconcile  the  accrual  and 
payment  of  the  Cost  of  Carry  on  Qualified  Project  Costs  with  the  accrual  and  payment 
of  Developer  Return. 

Primary  sources  of  acquisition  payments  for  eligible  costs  of  Qualified  Facilities  and  the 
related  Cost  of  Carry  (together,  "Qualified  Project  Costs")  and  other  Horizontal 
Development  Costs  will  be,  in  the  priority  described  in  Section  10(b)  (Priorities  for 
Application  of  Project  Sources): 

1.  "Land-Secured  Financing  Proceeds"  (see  Section  12  (Financing 
Mechanisms))  consisting  of: 

a.  pay-as-you-go  special  taxes  under  CFD  Law  and  proceeds  of  CFD 
bonds;  and 

b.  pay-as-you-go  tax  increment  allocated  to  an  infrastructure  financing 
district  ("IFD")  formed  under  state  law  (Cal.  Gov.  Code  §§  53395- 
53397.1 1 )  ("IFD  Law")  under  the  approved  IFD  financing  plan  for  the 
Project  and  proceeds  of  IFD  bonds;  and 

2.  "Land  Proceeds"  (see  Section  14  (Disposition  of  Development  Parcels)) 
consisting  of: 

a.  prepaid  rent  under  Development  Parcel  Ground  Leases; 

b.  proceeds  of  the  sale  of  any  Development  Parcel,  the  20th/lllinois 
Parcel,  and  any  other  Third-Party  Parcel  that  the  Port  in  its  sole 
discretion  elects  to  use  for  the  Project;  and 

c.  one-half  of  unique  new  interim  lease  revenues  from  the  Waterfront  Site 
that  Master  Developer  assists  the  Port  in  generating  ("Net  New 
Interim  Lease  Revenues"). 

Under  the  financial  structure  for  this  transaction,  the  Port  will  apply  Land-Secured 
Financing  Proceeds  to  pay  for  Qualified  Project  Costs  to  the  maximum  extent  permitted 
by  law,  before  using  Land  Proceeds  and  other  Project  Sources  for  that  purpose  except 
as  specifically  provided  otherwise.  The  Parties  believe  that  the  Project  will  generate 
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sufficient  proceeds  to  reimburse  Master  Developer  for  all  Horizontal  Development  Costs 
of  the  Project. 

As  required  to  comply  with  the  Burton  Act  (as  amended  by  AB  41 8),  the  Port  will 
transfer  all  Development  Parcels  at  fair  market  value.  Most  Development  Parcels  will 
be  conveyed  by  99-year  ground  leases  (each,  a  "Ground  Lease"),  and  a  limited 
number  will  be  transferred  in  fee.  The  disposition  process,  including  appraisals,  for 
Development  Parcels  is  addressed  in  Section  14  (Disposition  of  Development  Parcels). 

Subject  to  Section  10(b)  (Priorities  for  Application  of  Project  Sources),  Land  Proceeds 
will  be  used  first  to  pay  Developer  Return  (excluding  the  Cost  of  Carry)  on 
unreimbursed  Developer  Capital.  Land  Proceeds  from  the  Port's  conveyance  of  the 
20"7lllinois  Parcel  will  be  designated  specifically  to  pay  Developer  Return  (excluding  the 
Cost  of  Carry)  on  Master  Developer's  Entitlement  costs  incurred  before  the  DDA 
Effective  Date.  The  Port  may  use  any  remaining  Land  Proceeds  to  repay  Developer 
Capital  or  pay  directly  for  Horizontal  Development  Costs  in  subsequent  Project  Phases, 
subject  to  reimbursement  from  Land-Secured  Financing  Proceeds  on  either  a  tax- 
exempt  or  taxable  basis,  as  permitted  by  law.  This  treatment  of  Land  Proceeds  will  not 
affect  the  basic  principle  of  the  financial  structure  that  no  Project  Surplus  will  be 
distributed  until  the  Port  has  paid  Master  Developer  the  Developer  Return  on  and  repaid 
Developer  Capital  (see  Section  10(e)  (Distribution  of  Project  Surplus)).  The  purpose  of 
applying  the  Land  Proceeds  as  described  in  this  paragraph  would  be  to  minimize  the 
accrual  of  Developer  Return  (excluding  the  Cost  of  Carry)  to  meet  the  spirit  of  AB  418, 
which  requires  the  Port  to  maximize  the  amount  of  trust  termination  revenues  that  will 
be  available  for  the  purposes  authorized  under  AB  418.  Land  Proceeds  reimbursed 
with  Land-Secured  Financing  Proceeds  will  be  deposited  or  deemed  deposited  in  a 
Project  Account  for  purposes  of  paying  Developer  Return  and  later  distribution  to  the 
Port  and  Master  Developer  after  Master  Developer  receives  Developer  Return  (see 
Section  10(c)  (Reinvestment  of  Surplus  Proceeds)).  Master  Developer  will  be 
permitted  to  use  its  projected  share  of  Land  Proceeds  reimbursed  by  Land-Secured 
Financing  Proceeds  and  deemed  deposited  in  the  Project  Account  in  any  manner.  Any 
amount  of  its  share  that  Master  Developer  is  deemed  to  have  withdrawn  from  the 
Project  Account  will  be  credited  (subject  to  interest  and  the  time  value  of  money  as  set 
forth  in  the  DDA)  against  a  future  Horizontal  Development  Cost  on  a  dollar-for-dollar 
basis.  The  Parties,  in  consultation  with  bond  counsel,  will  continue  to  discuss  the 
treatment  of  Land  Proceeds  and  Land-Secured  Financing  Proceeds  subject  to  final 
agreement  in  the  DDA. 

Land  Proceeds  in  the  Project  Account  (taking  into  account  any  amounts  of  its  share  that 
Master  Developer  is  already  deemed  to  have  withdrawn)  and  future  ground  rents  under 
Ground  Leases  will  be  distributed  to  the  Parties,  with  the  Port  receiving  55%  and  Master 
Developer  receiving  or  retaining  45%  of  those  amounts,  only  after  all  of  the  following 
have  occurred: 

1 .  Master  Developer  has  completed  all  Qualified  Facilities  for  the  Project. 

2.  The  City  and  the  Port  have  accepted  all  Qualified  Facilities  for  the  Project. 


17 


3.  The  Port  has  repaid  Master  Developer  an  amount  equal  to  Developer 
Capital  invested  in  Horizontal  Development  Costs. 

4.  The  Port  has  paid  Master  Developer  its  Developer  Return  on  Developer 
Capital. 

In  addition  to  the  Port's  participation  in  Project  Surplus,  the  Port  will  participate  in 
vertical  revenues  through  the  following: 

•  1 .5%  of  net  proceeds  from  sales  and  refinancings  of  ground  leases  and 
associated  improvements; 

•  1 .5%  transfer  fee  payment  from  all  transfers  of  fee  parcels  (including  residential 
condominiums)  after  the  first  sale; 

•  1 .5%  of  modified  gross  revenues  on  all  buildings  (except  Buildings  1 2  and  21 , 
Parcels  E-1A,  and  E-1B,  District  Parking  Facilities,  and  all  residential 
condominium  buildings)  beginning  in  year  30;  and 

•  2.5%  of  modified  gross  revenues  on  all  buildings  (except  Buildings  12  and  21, 
Parcels  E-1A,  and  E-1B,  District  Parking  Facilities,  and  all  residential 
condominium  buildings)  beginning  in  year  60. 

The  Parties  have  also  agreed  to  continue  to  explore  using  Land-Secured  Financing,  to 
the  maximum  extent  permitted  by  law,  for  the  costs  (collectively,  "Eligible  Vertical 
Improvement  Costs")  of  constructing  new  buildings  on  Parcels  E-1A  and  E-1B,  the 
Historic  Improvements  to  Buildings  12  and  21,  constructing  the  District  Parking  Facilities 
on  Parcels  C-1A,  C-1B,  and  C-2,  and  (under  conditions  to  be  specified  in  the  DDA)  the 
installation  of  piles  (collectively,  "Eligible  Vertical  Improvements").  The  DDA  will 
include  the  Parties'  agreement  on  the  use  of  Land-Secured  Financing  and  any  other 
sources  for  those  purposes. 
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Section  and  Title 

Basic  Terms  and  Conditions 

1.  Parties 

Port:  City  and  County  of  San  Francisco  (the  "City"),  acting  by 
and  through  its  Port  Commission  (the  "Port").  References  to 
the  Port  in  this  Term  Sheet  also  mean  staff  of  the  Port  acting 
within  their  delegated  authority. 

Master  Developer:  Forest  Citv  Development  California,  Inc.,  a 
California  corporation  ("Master  Developer"),  and  its  affiliates 
and  joint  ventures  that  become  Vertical  Developers  of 
Development  Parcels  for  the  Project. 

2.  Site  Description 

•  The  Waterfront  Site  is  shown  on  the  map  attached  as 
Exhibit  A  (Site  Description). 

•  The  parcel  located  along  Illinois  Street  at  20th  Street  (the 
"20th/lllinois  Parcel")  and  shown  on  Exhibit  F  (Third- 
Party  Parcels)  is  not  within  the  Waterfront  Site  but 
because  of  the  proposed  sale  of  the  parcel  to  support 
the  Project  as  described  in  Section  15(a)  (20th/lllinois 
Parcel),  the  parcel  will  be  included  in  the  SUD  and  will 
be  considered  part  of  the  Project  for  purposes  of 
environmental  review. 

•  Other  parcels  outside  the  Waterfront  Site  (each,  a 
"Third-Party  Parcel")  as  shown  on  Exhibit  F  (Third- 
Party  Parcels),  would  be  considered  part  of  the  CEQA 
"project"  for  environmental  review  if  rezoned  by  the 
proposed  SUD. 

•  Subject  to  agreement  with  PG&E,  a  Third-Party  Parcel 
owned  by  PG&E  located  at  the  corner  of  22nd  Street  and 
Illinois  Street,  known  as  the  "Hoe  Down  Yard"  will  be 
included  in  the  SUD  and  considered  part  of  the 
proposed  "project"  for  environmental  review  purposes. 
The  City  is  separately  negotiating  to  acquire  the  Hoe 
Down  Yard  from  PG&E. 

3.  Project 
Description 

The  proposed  Project  is  described  above  and  shown  on  the 
Conceptual  Land  Plan  attached  as  Exhibit  B.  Master 
Developer  will  have  no  obligations  for:  (a)  work  within  or  that 
would  disturb  any  submerged  lands  or  improvements  outside  of 
the  Waterfront  Site  except  to  the  extent  necessary  to  serve  the 
Waterfront  Site  (such  as  mitigation  measures  identified  in  the 
MMRP  to  address  significant  impacts  of  Waterfront  Site 
development);  or  (b)  remediation  work  arising  from  activities  or 
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conditions  related  to  the  lands  formerly  owned  by  PG&E  (now 
owned  by  NRG)  and  located  southeast  of  the  Waterfront  Site. 
With  respect  to  any  remediation  related  to  the  Project,  the  Port 
and  Master  Developer  will  develop  a  plan  to  complete  the 
remediation  of  the  Waterfront  Site  in  compliance  with 
applicable  regulatory  requirements. 

4.  Transaction 
Documents 

As  soon  as  practicable  after  Project  Approval,  the  Port  and 
Master  Developer  will  enter  into  a  Disposition  and 
Development  Agreement  (the  "DDA"),  as  well  as  other 
transaction  documents  (the  "Transaction  Documents"),  some 
of  which  may  require  additional  parties,  relating  to  public 
financing,  construction  review  and  approvals  by  other  City 
departments,  and  other  matters  required  to  implement  the 
Project.  Key  elements  of  the  DDA  and  the  form  of  ground 
lease  for  Development  Parcels  (each,  a  "Ground  Lease),  as 
well  as  a  brief  summary  of  some  of  the  other  Transaction 
Documents  are  described  below: 

(a)     DDA.  The  DDA  will  set  the  terms  and  conditions  for  the 
disposition  and  development  of  parcels  at  the  Waterfront 
Site  consistent  with  this  Term  Sheet  and  applicable 
provisions  of  Port  and  other  City  agreements  for  phased 
master  planned  developments  of  this  scale  of  horizontal 
development.  Under  the  DDA,  the  Port  will  enter  into  a 
Ground  Lease  with  the  applicable  Vertical  Developer  for 
each  Development  Parcel  or  will  enter  into  a  Purchase 
and  Sale  Agreement  for  Development  Parcels  to  be  sold 
in  fee  to  Vertical  Developers.  In  addition  to  matters 
covered  elsewhere  by  this  Term  Sheet,  key  provisions  of 
the  DDA  will  address  the  Parties'  agreement  on: 

i.  conditions  to  Master  Developer's  exercise  of  its 
option  with  respect  to  any  Development  Parcel; 

ii.  Master  Developer's  obligation  to  complete 
horizontal  development  at  no  cost  to  the  Port  or 
the  City  (except  to  the  extent  that  the  Port  elects 
in  its  sole  discretion  to  apply  other  funding 
sources  directly  to  Horizontal  Development  Costs 
(as  defined  in  Section  9(b)  (Developer  Capital)), 
in  accordance1  with  an  Infrastructure  Plan 

1  1  1    U  vvv  1  VJ  U  1  1  V-/ V-i*    VV  III  1    Ul  1    II  III  UwU  UVLU  1  w    1     1  kA  1  1 

describing  the  horizontal  development  that  will  be 
included  within  each  Phase  of  development  (see 
Section  5  (Phasing)); 

iii.  a  plan  that  identifies  the  sources  of  funds  for  the 
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Project,  the  authorized  uses  of  funds,  and  the 
conditions  for  their  use,  to  satisfy  the  Port's 
payment  obligations  (the  "Financing  Plan"), 
including  prepaid  ground  rent  from  any  Ground 
Leases,  proceeds  of  the  sale  of  any  Development 
Parcel,  and  Land-Secured  Financing  Proceeds 
(see  Section  9(a)  (Sources)); 

iv.  an  Acquisition  Agreement  that  will  survive  the 
termination  of  the  DDA  and  will  establish 
procedures  and  conditions  for  the  City's  and  the 
Port's  use  of  Land-Secured  Financing  Proceeds 
to  be  used  as  acquisition  payments  for  eligible 
costs  of  Infrastructure  and  Public  Facilities 
(collectively,  "Qualified  Facilities")  and  the 
related  Cost  of  Carry  (as  defined  in  Section  10(a) 
(Developer  Return)  (together,  "Qualified  Project 
Costs"); 

v.  the  extent  to  which  the  Port  will  use  and,  if  so,  the 
priority  of  use  of  Land-Secured  Financing 
Proceeds  for  the  costs  (collectively,  "Eligible 
Vertical  Improvement  Costs  ")  of  constructing 
new  buildings  on  Parcels  E-1A  and  E-1B,  the 
Historic  Improvements  to  Buildings  12  and  21, 
constructing  the  District  Parking  Facilities,  and 
(under  conditions  to  be  specified  in  the  DDA)  the 
installation  of  piles  (collectively,  "Eligible  Vertical 
lmprovements")(see  Section  9(c)  (Project 
Infrastructure  and  Phase  Budgets)); 

vi.  a  form  of  purchase  and  sale  agreement  that  will 
describe  the  terms,  conditions,  and  procedures 
for  the  sale  of  Development  Parcels  (each,  a 
"Purchase  Agreement"); 

vii.  anticipated  phasing  of  the  Project  (the  "Project 
Phasing  Schedule")  and  mechanisms  for 
adjusting  the  Project  Phasing  Schedule  to 
address  market  conditions,  force  majeure  events, 
and  other  conditions; 

viii.  a  form  of  Ground  Lease  and  the  minimum 
qualifications  for  Vertical  Developers,  such  as 
appropriate  financial  resources  for  the  scope  of 
development,  development  experience,  and 

 capacity,  and  providing  for  Master  Developer  to 
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assign  its  rights  and  obligations  under  the  DDA 
with  respect  to  the  applicable  parcel  to  the 
Vertical  Developer  in  conjunction  with  each 
Ground  Lease,  subject  to  the  Port's  consent, 
which  the  Port  will  not  withhold  if  Master 
Developer  has  satisfied  all  conditions  precedent 
and  the  Vertical  Developer  meets  minimum 
qualifications; 

ix.  conditions  that  Master  Developer  must  satisfy, 
including  approvals  required  by  the  State  Lands 
Commission  (sometimes,  "State  Lands")  in 
accordance  with  AB  418; 

x.  Master  Developer's  estimate  of  Horizontal 
Development  Costs  and  provisions  governing 
Master  Developer's  responsibility  to  complete  the 
horizontal  development  necessary  to  the  vertical 
development  of  the  parcel,  as  determined  before 
the  close  of  escrow  for  the  applicable  Ground 
Lease  or  Purchase  Agreement  (in  each  case,  the 
"Closing"); 

xi.  conditions  under  which  the  Port  will  have  the  right 
to  offer  a  Development  Parcel  to  third-party 
Vertical  Developers,  such  as  Master  Developer's 
failure  to  exercise  an  Option  (see  Section  14(a) 
(Master  Developer  Option)  or  satisfy  its  DDA 
obligations; 

xii.  City  and  Port  construction  standards  that  will 
apply  to  horizontal  and  vertical  development; 

xiii.  events  of  default  and  appropriate  remedies  for 
defaults  or  events  that  with  the  passage  of  time 
and  failure  to  cure  within  any  applicable  cure 
period  would  be  defaults  by  a  Party; 

xiv.  standards  of  conduct  applicable  to  the  Parties 
while  implementing  the  DDA  and  appropriate 
limitations  on  the  remedies  available  to  either 
Party  following  a  breach  of  the  DDA; 

xv.  City  programs  and  requirements  that  will  apply  to 
development  at  the  Waterfront  Site;  and 

xvi.  providing  for  the  DDA  to  expire  after  all  
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Development  Parcels  have  been  conveyed,  all 
vertical  development  is  complete,  all  Project 
Sources  have  been  used  to  pay  Developer 
Return  and  repay  Developer  Capital,  and  any 
Project  Surplus  (other  than  annual  ground  rent 
payments  not  yet  due)  has  been  distributed  in 
accordance  with  the  Financing  Plan. 

(b)      Form  of  Ground  Lease:  The  DDA  will  include  a  form  of 
Ground  Lease  to  be  used  for  the  Waterfront  Site 
Development  Parcels.  At  the  Closing  for  each 
Development  Parcel,  Master  Developer  will  assign 
vertical  development  rights  and  obligations  under  the 
DDA  to  the  selected  Vertical  Developer,  and  the  Port  will 
enter  into  a  separate  Ground  Lease  with  each  Vertical 
Developer  consistent  with  the  approved  form  and  its 
delegated  approval.  The  Ground  Lease  form  will  be 
consistent  with  this  Term  Sheet  and  applicable  terms  of 
comparable  long-term  ground  leases  between  the  Port 
and  its  development  partners,  and  include  or  address 
the  following: 

i.  a  term  of  99  years  from  the  date  of  the  Port's 
transfer  to  a  Vertical  Developer,  unless  otherwise 
agreed; 

ii.  a  ground  rent  payable  annually,  prepaid  for  a 
specified  term  (for  example,  30  years)  or  in  full  at 
Closing,  as  previously  determined  in  connection 
with  the  Option  or  Public  Offering  process 
described  in  Section  14  (Disposition  of 
Development  Parcels); 

iii.  triple  net  provisions  requiring  the  Vertical 
Developer  to  pay  all  taxes,  assessments,  and 
expenses  for  the  parcel,  specifically  including  all 
special  taxes  assessed  on  the  premises  after  the 
Ground  Lease  Closing; 

iv.  compliance  with  the  applicable  land  use  and 
design  standards,  as  described  in  Section  7 
(Zoning  and  Related  Actions),  subject  to 
additional  review  and  approval  by  Master 
Developer  to  assure  quality  and  coordination 
among  all  Development  Parcels  in  the  Project; 

 v.       covenants  to  provide  information  and  otherwise 
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cooperate  with  the  City  and  the  Port  as  necessary 
for  Master  Developer  to  satisfy  its  disclosure 
obligations  with  respect  to  any  public  financing; 

vi.  a  mechanism  by  which  a  Vertical  Developer  may 
choose  to  receive  IFD  financing  of  Eligible 
Vertical  Improvements  in  the  priority  established 
in  Section  9  (Sources  and  Uses),  with  a  specified 
procedure  by  which  the  appropriate  value  of  the 
parcel  will  be  adjusted; 

vii.  a  provision  that  all  improvements  constructed 
within  the  applicable  Ground  Lease  premises  will 
be  owned  by  the  ground  lessee  during  the  term  of 
the  Ground  Lease  to  the  extent  permitted  by  law; 

viii.  standard  provisions  such  as  allowed  and 
prohibited  uses;  indemnification  (including 
hazardous  materials  obligations)  and  insurance; 
limitations  on  assignment  and  subletting; 
maintenance  and  repair  obligations,  including 
obligations  following  a  casualty;  and  surrender 
obligations; 

ix.  reasonable  and  customary  mortgagee  protection 
provisions  and  mechanisms  providing  for  notice 
and  an  opportunity  to  cure  to  Master  Developer, 
any  mortgagee,  and  the  Port  with  respect  to  any 
tax  or  special  tax  default  before  foreclosure; 

x.  events  of  default  and  cure  rights,  and  providing 
each  Party  with  appropriate  remedies  for  defaults 
or  events  that  with  the  passage  of  time  and  failure 
to  cure  within  any  applicable  cure  period  would 
be  defaults  by  the  other  Party,  including  the 
possibility  of  early  termination;  and 

xi.  other  terms  as  necessary  to  accomplish  cost- 
effective  land-secured  financing  as  contemplated 
in  the  Financing  Plan,  which  may  include 
provisions  to  protect  the  interests  of  the  bond 
trustee  similar  to  mortgagee  protection 
provisions. 

(c)      Public  Trust  Exchange  Agreement.  The  Public  Trust 

Exchange  Agreement  between  the  Port  and  State  Lands 
 will  be  the  agreement  implementing  the  public  trust  
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exchange  under  AB  418. 

(d)     Development  Aqreement.  The  Development  Aqreement 
will  be  a  statutory  development  agreement  authorized 
under  Cal.  Gov.  Code  sections  65864-65869.5  and  SF 
Admin.  Code  chapter  56  under  which  Master 
Developer's  rights  granted  by  Project  Approval  will  be 
vested  for  the  term  of  the  Development  Agreement 
through  Project  build-out.  The  City's  consent  to  the 
Financing  Plan  will  be  included  in  the  Development 
Agreement  or  a  separate  agreement. 

5.  Phasing 

The  Parties  anticipate  that  the  Waterfront  Site  will  be 
developed  in  phases  (each  a  "Phase"),  as  shown  conceptually 
in  Exhibit  C  (Illustrative  Phasing  Plan). 

(a)     Development  Phases.  The  Project  Phasing  Schedule 
will  be  consistent  with  the  Infrastructure  Plan  and 
structured  to  be  as  efficient  as  reasonably  possible. 
Master  Developer's  obligations  to  complete  horizontal 
development  and  Historic  Improvements  to  Buildings  12 
and  21  will  be  allocated  among  up  to  four  Phases  to  be 
identified  in  a  Project  Phasing  Schedule  attached  to  the 
DDA.  Master  Developer  will  have  an  option  to  provide 
placemaking  uses  on  Parcels  E-1A  and  E-1B,  which 
may  include  construction  of  new  buildings.  Flexible 
zoning  and  design  guidelines  established  in  connection 
with  the  SUD  and  provisions  to  be  negotiated  in  the 
DDA  will  address  the  use  of  Parcels  E-1A  and  E-1B  if 
Master  Developer  elects  not  to  exercise  its  Option  on 
these  parcels.  Section  16  (District  Parking  Facilities) 
describes  the  Parties'  intent  with  regard  to  construction 
of  the  District  Parking  Facilities  on  Parcels  C-1A,  C-1B, 
and  C-2. 

Master  Developer  will  retain  the  ability  to  modify  the 
scope  of  each  Phase,  or  to  develop  Phases  in  a  different 
order  from  the  Project  Phasing  Schedule  subject  to  the 
Port's  reasonable  approval.  The  Port  will  not  withhold 
its  approval  if  the  modified  Phase  would:  (i)  include  a 
minimum  of  400,000  gsf;  (ii)  deliver  a  level  of  public 
benefits  proportional  to  the  applicable  square  footage 
and  adjacent  public  improvements  in  the  modified 
Phase;  and  (iii)  be  consistent  with  the  approved 
Financing  Plan. 

Each  Phase  will  consist  of  one  or  more  Development 
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Parcels  and  associated  areas  for  streets  and  open 
spaces.  The  DDA  will  provide  specific  requirements  for 
each  Phase  of  the  Project,  so  that  delivery  of  public 
benefits,  including  development  of  parks,  will  be  fairly 
distributed  among  Phases,  assuring  that  these  benefits 
are  completed  in  coordination  with  the  completion  of 
associated  vertical  development  of  each  Phase.  The 
Project  Phasing  Schedule  will  take  into  account  the 
bonding  and  other  financial  capacity  of  each  Phase  and 
provide  for  a  construction  and  completion  schedule  for 
horizontal  development  of  each  Phase. 

(b)  Schedule  of  Performance.  The  DDA  will  include  a 
schedule  of  performance  applicable  to  the  Project  that 
includes  outside  dates  for  the  submittal  of  Phase 
applications  and  the  commencement  and  completion  of 
horizontal  development  within  each  Phase  (the 
"Horizontal  Phase  Schedule  of  Performance"). 

Master  Developer  will  have  no  obligation  to  meet  a 
schedule  of  performance  for  vertical  development.  The 
DDA  will  set  forth  reasonable  and  customary  provisions 
regarding  adequate  security  for  construction  of 
improvements  within  the  Waterfront  Site,  including 
completion  requirements. 

(c)  Pre-Phase  Consultation.  No  less  than  60  days  before 
Master  Developer  submits  an  application  for  a  Phase, 
the  Parties  will  meet  to  consider  the  anticipated 
aggregate  FMV  (as  defined  in  Section  14(a)(ii)  (Option 
Price)  of  the  Development  Parcels  in  the  Phase,  the 
Phase  Infrastructure  Budget,  and  anticipated  CFD 
bonding  capacity  for  the  Phase  (see  Section  9(c) 
(Project  Infrastructure  and  Phase  Budgets)).  At  any 
time  during  the  pre-Phase  consultation  period  or  after 
submittal  of  a  Phase  application,  either  Party  may 
request  an  appraisal  of  a  specific  Development  Parcel  or 
other  means  by  which  the  Parties  agree  to  determine 
whether  or  not  the  dates  in  the  Horizontal  Phase 
Schedule  of  Performance  will  be  tolled  for  Down  Market 
Delay  as  described  in  Section  5(h)  (Down  Market 
Delay). 

(d)  Timing  of  Vertical  Development.  At  Master  Developer's 
election,  in  consultation  with  the  Port,  but  no  earlier  than 
Master  Developer's  submittal  of  a  Phase  application  for 

 the  applicable  Phase  (except  as  otherwise  provided  in 
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Section  5(c)  (Pre-Phase  Consultation)),  Master 
Developer  will  provide  the  Port  with  a  written  notice  for 
each  Development  Parcel  in  the  Phase  (each,  an 
"Appraisal  Trigger  Notice"),  which  will  trigger  the 
appraisal  and  subsequent  conveyance  of  the  applicable 
Development  Parcel  for  vertical  development.  The 
Appraisal  Trigger  Notice  will  also  indicate  for  any 
residential  parcel  whether  the  parcel  should  be 
appraised  as  a  fee  or  ground  lease  parcel. 

A  final  appraisal  of  the  applicable  Development  Parcel 
as  described  in  Section  14(c)  (Appraisal  Process), 
including  any  dispute  resolution  procedures,  must  be 
completed  within  180  days  after  the  applicable  Appraisal 
Trigger  Notice. 

Unless  a  Down  Market  Delay  has  occurred,  as 
determined  by  the  procedures  to  be  described  in  the 
DDA,  Master  Developer  must  exercise  its  Option  under 
Section  14(a)  (Master  Developer  Option)  within  90  days 
after  completion  of  each  appraisal.  If  Master  Developer 
does  not  timely  exercise  its  Option,  the  appraisal  will  no 
longer  be  valid  for  any  exercise  by  Master  Developer  of 
its  Option  except  as  provided  in  Section  14(b)  (Public 
Offerings)  following  a  Public  Offering  of  the 
Development  Parcel. 

(e)  Excusable  Delays  Generally.  Except  as  provided 
otherwise,  the  Project  Phasing  Schedule,  the  Horizontal 
Phase  Schedule  of  Performance,  and  each  Party's  other 
time-sensitive  rights  and  obligations  under  the  DDA  will 
be  subject  to  customary  delays,  as  outlined  below.  The 
Parties  will  meet  and  confer  after  any  Force  Majeure 
Delay  or  Down  Market  Delay  that  continues  for  more 
than  one  year  to  discuss  whether  the  transaction  could 
be  restructured  to  allow  the  Project  to  continue.  The 
DDA  will  specify  maximum  periods  of  any  Force  Majeure 
Delay  or  Down  Market  Delay  and  the  conditions  to  any 
Party's  right  to  an  excusable  delay.  Port  staff  will 
present  for  Port  Commission  consideration  any  other 
request  for  a  delay,  which  the  Port  Commission  may 
grant  or  deny  in  its  sole  discretion. 

(f)  Force  Majeure.  Customary  events  of  force  majeure  will 
include  unforeseen  labor  and  material  delivery 
problems,  administrative  or  regulatory  processes 

 (excluding  those  covered  by  Litigation  Force  Majeure) 
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(each,  a  "Force  Majeure  Delay").  The  DDA  will  provide 
a  complete  description  of  events  that  will  give  rise  to  a 
Force  Majeure  Delay,  procedures  for  Master  Developer 
to  toll  the  Horizontal  Phase  Schedule  of  Performance  for 
specified  periods  as  of  right  due  to  a  Force  Majeure 
Delay,  and  applicable  time  periods  available  to  a  Party 
claiming  a  Force  Majeure  Delay. 

(g)  Litigation  Force  Majeure.  A  proceeding  before  any 
court,  tribunal,  or  other  judicial,  adjudicative,  or 
legislative  decision-making  body,  including  any 
administrative  appeal  that  challenges  the  validity  of  any 
City  or  Port  regulatory  approval  with  respect  to  the 
Project,  including  any  findings  under  CEQA,  will  be  an 
event  of  "Litigation  Force  Majeure"  if  the  pendency  of 
the  proceeding  is  reasonably  likely  to  or  does  prevent 
the  Parties  from  timely  entering  into  the  Transaction 
Documents.  Litigation  Force  Majeure  events  will 
exclude  any  action  or  proceeding  brought  by  Master 
Developer,  any  of  its  affiliates  or  joint  ventures,  Project 
consultants,  or  any  other  third  party  assisted  directly  or 
indirectly  by  Master  Developer.  In  general,  an  event  of 
Litigation  Force  Majeure  will  excuse  either  Party's 
performance  for  the  duration  of  the  proceeding  until 
finally  resolved. 

(h)  Down  Market  Delay.  Recognizing  that  the  cyclical 
nature  of  real  estate  markets  creates  risks  for  both 
Parties  and  their  shared  goal  to  maximize  land  value, 
the  Project  Phasing  Schedule,  the  Horizontal  Phase 
Schedule  of  Performance,  and  both  Parties'  other  time- 
sensitive  performance  obligations  and  rights  under  the 
DDA  will  be  tolled  during  periods  of  "Down  Market 
Delay."  The  Parties  will  include  in  the  DDA  the 
procedures  applicable  to  a  Down  Market  Delay. 

(i)  Early  Ground  Leases  in  Phases  1  and  2.  Master 
Developer  will  be  obligated  to  cause  a  Vertical 
Developer  to  enter  into  a  fully  prepaid  Ground  Lease 
with  the  Port  (or  a  sublease  with  Master  Developer)  for 
the  first  Development  Parcel  scheduled  for  vertical 
development  in  Phase  1  and  Phase  2  (each,  an  "Early 
Ground  Lease"),  each  at  its  appraised  FMV  within  two 
years  after  the  applicable  Phase  begins.  The  Vertical 
Developer  will  not  be  required  to  begin  vertical 
development  on  the  parcel  until  it  believes  that  market 

 conditions  are  right  for  the  product  type.  If  the  Closing 
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for  the  Ground  Lease  (or  sublease)  does  not  occur 
within  this  2-year  period,  the  Port  will  have  the  right  to 
offer  the  Development  Parcel  at  a  Public  Offering  at  the 
appraised  FMV,  which  will  in  no  event  be  less  than  a 
minimum  price  for  the  applicable  Development  Parcel 
that  the  Parties  will  establish  by  the  DDA  Effective  Date. 
To  the  extent  that  Land  Proceeds  from  the  disposition  of 
Early  Ground  Leases  are  used  to  pay  Developer  Return, 
repay  Developer  Capital,  or  pay  directly  for  Horizontal 
Development  Costs,  these  proceeds  will  be  reimbursed 
from  Land-Secured  Financing  Proceeds  on  either  a  tax- 
exempt  or  taxable  basis,  as  permitted  by  law.  Land 
Proceeds  in  excess  of  that  required  to  repay  Developer 
Capital  or  pay  Developer  Return  will  be  deposited  or 
deemed  deposited  in  a  Project  Account  for  purposes  of 
paying  later  Horizontal  Development  Costs  or 
distribution  to  the  Port  and  Master  Developer  after 
Master  Developer  receives  repayment  of  Developer 
Capital  and  Developer  Return.  This  requirement  will  not 
be  subject  to  Down  Market  Delay  unless  the  DDA  uses 
the  same  minimum  prices  to  determine  when  a  Down 
Market  Delay  exists. 

6.  BCDC  and  State 
Lands 

The  Port  and  Master  Developer  will  apply  jointly  to  secure  state 
and  regional  approvals  as  necessary. 

(a)  BCDC.  Master  Developer  will  inteqrate  its  development 
program  with  the  waterfront,  including  the  Bay  Trail  and 
the  Water  Trail,  to  ensure  maximum  feasible  public 
access  to  the  waterfront.  All  development  within 

100  feet  of  the  shoreline  will  be  subject  to  BCDC 
approval.  The  Port  and  Master  Developer  will  consult 
with  BCDC  regarding  the  approach  to  realigning  the  San 
Francisco  Bay  Trail/Blue  Greenway  through  Pier  70  as 
the  area  is  developed. 

(b)  State  Lands.  The  Port  and  Master  Develooer  will 
cooperate  in  their  efforts  to  obtain  State  Lands 
Commission  approval  of  the  Pier  70  public  trust 
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(c)  Legislation.  To  the  extent  necessarv  and  after 
consultation  with  staff  of  State  Lands  and  with  Master 
Developer,  the  Port  may  seek  technical  amendments  to 
the  Burton  Act  and  other  legislation. 

7.  Zoning  and 

(a)     Special  Use  District.  The  Waterfront  Site  is  currently 
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Related  Actions 


(b) 


(c) 


zoned  M-2  and  as  envisioned  in  the  Conceptual  Land 
Use  Plan  must  be  rezoned  for  the  Project  to  be 
developed  as  proposed.  Key  assumptions  of  this  Term 
Sheet  are  that:  (i)  Master  Developer  will  work  with 
Planning  Department  and  Port  Planning  staff  to  develop 
a  proposal  for  an  SUD  that  would  rezone  the  Waterfront 
Site,  the  20,h/lllinois  Parcel,  and  the  Hoe  Down  Yard  and 
further  the  Port's  goals  under  the  Master  Plan;  (ii)  the 
Port  Commission  will  recommend  that  the  Planning 
Commission  and  the  Board  approve  Planning  Code 
amendments  to  incorporate  the  SUD  and  other  actions 
necessary  to  allow  Waterfront  Site  development  to 
proceed  as  proposed;  (iii)  the  Planning  Commission  will 
recommend  the  SUD  and  other  Planning  Code 
amendments  to  the  Board  and  approve  a  motion 
substantially  as  described  in  Section  7(c) 
(Proposition  M);  and  (iv)  the  Board  will  adopt  the  SUD 
and  related  Planning  Code  amendments  and  take  all 
other  actions  required  for  Project  Approval.  The  Parties 
are  considering  whether  it  would  be  appropriate  to 
include  in  the  SUD  some  or  all  of  the  Third-Party  Parcels 
shown  on  Exhibit  F  (Third-Party  Parcels),  which  are  not 
part  of  the  Project. 

Contents  of  SUD.  Master  Developer  intends  to  propose 
that  the  SUD  establish  the  following  for  the  Waterfront 
Site,  among  other  controls  on  development:  (i)  permitted 
uses,  including  flexible  zoning  to  permit  designated 
Development  Parcels  to  be  developed  for  either 
commercial  or  residential  uses  to  allow  for  development 
that  responds  to  market  conditions,  and  to  allow 
Parcels  E-1A,  E-1B  and  the  District  Parking  Facilities 
Parcels  C-1A,  C-1B,  and  C-2  to  be  developed  for  other 
uses  as  allowed  by  the  SUD  if  they  are  not  developed 
for  their  currently  anticipated  uses;  (ii)  height  limits 
ranging  from  30  feet  to  230  feet;  (iii)  building  controls 
regarding  density,  massing,  and  tower  separation;  and 
(iv)  parking  controls  consistent  with  the  parking  ratios 
described  in  the  Overview.  Master  Developer's 
preliminary  proposal  for  height  limits  is  reflected  in 
Exhibit  E  (Conceptual  Height  Map). 

Proposition  M.  The  Parties  will  request  that  the 
Planning  Commission  approve  a  motion:  (i)  finding  that 
office  development  within  the  Waterfront  Site  that  is 
consistent  with  the  SUD  would  be  consistent  with 
Planning  Code  sections  320-325  ("Prop  M");  and  
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(ii)  establishing  that,  subject  to  then-applicable  annual 
limitations  under  Planning  Code  section  321  and  any 
pre-existing  Prop  M  priorities  for  office  development 
(such  as  priorities  for  the  former  Mission  Bay,  Hunters 
Point/Candlestick,  and  Transbay  redevelopment  project 
areas),  office  development  in  the  Waterfront  Site  that  is 
consistent  with  the  SUD  will  have  priority  over  office 
development  projects  outside  of  the  Waterfront  Site  that 
are  subject  to  Prop  M. 

(d)  Design  Guidelines.  Master  Developer  will  also  work  with 
Planning  and  Port  staff  to  develop  design  guidelines  for 
the  Waterfront  Site,  the  20th/lllinois  Parcel,  and  the  Hoe 
Down  Yard  (subject  to  PG&E  agreement),  including  the 
public  realm,  that  will  inform  design  review.  Following 
Planning  Commission  and  Board  approval  of  the  SUD 
and  related  actions,  the  Port  staff  will  request  Port 
Commission  actions  to  amend:  (i)  the  Waterfront  Land 
Use  Plan  to  incorporate  the  SUD's  development  controls 
and  limitations  and  set  forth  other  development 
requirements;  and  (ii)  the  Waterfront  Design  and  Access 
Element  of  the  Waterfront  Land  Use  Plan  to  incorporate 
design  and  design  review  guidelines  for  the  developable 
parcels  in  the  SUD. 

(e)  Development  Agreement.  Master  Developer  will  seek 
City  approval  of  a  Development  Agreement  that  will: 

(i)  provide  Master  Developer  with  assurances  that  the 
SUD  zoning  for  the  Waterfront  Site  will  remain  in  effect 
through  Project  build-out,  unless  Master  Developer 
consents  to  or  seeks  amendments  to  the  SUD; 

(ii)  specify  which  citywide  impact  fees  and  exactions  will 
apply  to  the  Project;  (iii)  limit  the  City's  ability  to  impose 
new  or  higher  impact  fees  or  exactions  on  the  Project 
during  the  term  of  the  Development  Agreement; 

(iv)  approve  and  incorporate  the  Planning  Commission's 
Prop  M  motion;  and  (v)  other  matters.  Master  Developer 
will  request  that  the  fee  schedules  in  effect  on  the 
Project  Approval  date  be  fixed  for  the  term  of  the 
Development  Agreement. 

The  Master  Developer  will  request  and  the  Development 
Agreement  will  address  the  timing  of  payment  of  impact 
fees  on  terms  generally  consistent  with  the  current  fee 
deferral  program  set  forth  in  San  Francisco  Building 
Code  section  107A.13  (other  than  program  expiration 
 provisions.  
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(f)      Limitations  on  Development  Fees.  The  Parties  will 

request  that  development  fees  and  exactions  be  limited 
to  the  following: 

i.  Transit  Impact  Development  Fee  applicable  to  gsf 
of  applicable  non-residential  development  and 
excluding  square  footage  within  Buildings  12  and 
21  and  Parcels  E1-A  and  E1-B  (collectively,  the 
"Placemaking  Parcels"); 

ii.  Jobs/Housing  Linkage  fee  applicable  to  gsf  of 
applicable  development  and  excluding  square 
footage  within  the  Placemaking  Parcels; 

iii.  Child  Care  In-Lieu  Fee  applicable  to  the  extent 
that  child  care  facilities  are  not  provided  at  the 
Waterfront  Site  and  excluding  square  footage 
within  the  Placemaking  Parcels; 

iv.  School  Impact  Fees  as  required  under  state  law; 

v.  SFPUC  Wastewater  Capacity  Charge  to  the 
extent  applicable; 

vi.  SFPUC  Water  Capacity  Charge  to  the  extent 
applicable;  and 

vii.  Inclusionary  housing  requirements  under 
Planning  Code  sections  415.1-415.9. 

8.  CEQA 

The  Parties  have  agreed  that  environmental  review  of  the 
Project  under  CEQA  will  include  the  20th/lllinois  Parcel  and  the 
Hoe  Down  Yard,  subject  to  agreement  by  PG&E. 

9.  Sources  and 
Uses 

(a)     Sources.  The  Financinq  Plan  will  specifv  anticipated 
sources  and  uses  of  funds  for  each  Project  Phase  and 
state,  subject  to  verification,  the  amount  of  Master 
Developer's  Entitlement  costs  for  the  Project  (and  the 
Third-Party  Parcels  or  other  property  to  the  extent 
Master  Developer  incurs  related  costs  at  the  City  or  the 
Port's  request)  as  of  the  Project  Approval  date.  Sources 
of  funds  for  the  Project  ("Project  Sources")  include: 

•  Capital  sources  available  to  and  used  by  the  Master 
Developer  ("Developer  Capital")  to  pay  for  Horizontal 
Development  Costs 

•  "Land  Proceeds"  consisting  of:  proceeds  of  all  sales  of, 
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and  prepaid  Ground  Lease  rent  for,  Development 
Parcels  (see  Section  14  (Disposition  of  Development 
Parcels));  proceeds  of  the  lease  or  sale  of  the 
20th/lllinois  Parcel  (see  Section  15(a)  (20th/lllinois 
Parcel));  proceeds  of  sale  of  any  Third-Party  Parcels 
designated  by  the  Port  at  the  Port's  sole  option  (see 
Section  15(b)  (Third-Party  Parcels));  and  one-half  of  the 
New  Interim  Lease  Revenues  (see  Section  18  (Interim 
Leasing)), 

•  "Land-Secured  Financing  Proceeds"  consisting  of  IFD 
and  CFD  bond  proceeds,  pay-as-you-go  special  taxes, 
and  Net  Available  Increment,  which  will  be  applied  to 
uses  in  the  priorities  established  in  the  DDA, 
corresponding  generally  to  priorities  in  Section  12 
(Financing  Mechanisms) 

•  funds  provided  by  other  entities  (see  Section  12(d) 
(Other  Financing  Sources)) 

•  other  funds  that  become  available  to  the  Port  that  the 
Port  elects  at  any  time  and  at  its  sole  option  to  apply  to 
Horizontal  Development  Costs  subject  to  negotiating 
reasonable  financial  protections  in  the  DDA 

(b)     Developer  Capital.  Generally  and  except  as  otherwise 
provided  below  or  as  amplified  in  the  DDA,  all 
reasonable  costs  that  Master  Developer  pays  directly  for 
horizontal  development  ("Horizontal  Development 
Costs")  will  be  Developer  Capital.  Developer  Capital 
will  include:  (i)  actual  fees  of  credit  enhancement  (if  any) 
associated  with  CFD  bonds  that  Master  Developer  pays, 
subject  to  agreement  of  the  Parties;  and  (ii)  any  special 
taxes  that  Master  Developer  pays  to  finance  Qualified 
Project  Costs  before  the  obligation  is  transferred  to  a 
Vertical  Developer. 

The  DDA  will  describe  costs  associated  with 
Infrastructure  improvements  that  serve  non- Waterfront 
Site  parcels  in  addition  to  the  Waterfront  Site  for  which 
Master  Developer  will  not  be  responsible. 

The  following  Horizontal  Development  Costs  will  not  be 
included  as  Developer  Capital  entitled  to  a  Developer 
Return:  (i)  costs  of  Qualified  Project  Costs  that  the  Port 
or  the  City  pays  directly  with  Land-Secured  Financing 
Revenues  or  other  sources;  (ii)  Eligible  Vertical 
 Improvement  Costs  that  Master  Developer  incurs  (if  any) 
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for  construction  of  Eligible  Vertical  Improvements;  or 
(iii)  other  costs  Vertical  Developers  incur  for  vertical 
development. 

(c)      Project  Infrastructure  and  Phase  Budqets.  The  DDA  will 
include  an  Infrastructure  Plan  approved  by  the  Parties 
(including  review  by  relevant  City  agencies)  that  sets 
forth  the  scope  of  Infrastructure,  Public  Facilities,  and 
Eligible  Vertical  Improvements.  The  DDA  will  also 
include  a  budget  (the  "Project  Budget")  showing  Master 
Developer's  projected  Horizontal  Development  Costs 
and  Eligible  Vertical  Improvement  Costs,  and  the 
Horizontal  Phase  Schedule  of  Performance  for  each 
Phase.  In  connection  with  each  Phase  application, 
Master  Developer  will  meet  and  confer  with  Port  and  the 
City  to  determine  the  costs  anticipated  for  that  Major 
Phase  (the  "Phase  Infrastructure  Budget"),  identify 
any  material  changes  to  the  approved  Infrastructure 
Plan  subject  to  Port  approval,  and  identify  any  changes 
to  the  applicable  Horizontal  Phase  Schedule  of 
Performance.  While  the  DDA  will  not  impose  a  hard  cap 
on  Horizontal  Development  Costs,  the  Port  will  have  the 
right  to  timely  review  each  Phase  application  for 
consistency  with  the  approved  Infrastructure  Plan  and 
review  costs  within  each  Phase  Infrastructure  Budget  for 
commercial  reasonableness.  The  DDA  will  also 
describe  the  opportunity  for  the  Parties  to  meet  and 
confer  for  the  Port  to  propose  value  engineering  of 
Infrastructure  and  Public  Facilities  proposed  in  a  Phase 
if  it  would  not  delay  construction.  During  each  Phase, 
Master  Developer  will  be  required  to  provide  periodic 
reports  on  spending  sufficient  for  the  Port  to  meet  its 
reporting  obligations  under  applicable  laws,  and  Port  will 
have  the  right  to  audit  the  costs  for  each  Phase  and  at 
the  conclusion  of  the  Project. 

10.  Developer  Return 

(a)     Developer  Return.  Master  Developer  will  undertake 
horizontal  development  for  the  Project  in  accordance 
with  an  approved  Infrastructure  Plan.  Master  Developer 
will  pay  for  Horizontal  Development  Costs  with 
Developer  Capital,  except  to  the  extent  that  horizontal 
obligations  are  shifted  to  Vertical  Developers  or  the  Port 
provides  direct  funding.  Master  Developer  will  be 
entitled  to  an  18%  cumulative  annual  return  on 
Developer  Capital  calculated  quarterly  at  the  end  of 
each  quarter  (including  the  Cost  of  Carry  (defined 
below),  "Developer  Return")  for  the  use  of  its  capital. 
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The  Port  will  use  Land-Secured  Financing  Proceeds  to 
pay  interest  on  Qualified  Project  Costs  to  the  extent 
permitted  by  CFD  Law  section  53314.9(a)  and  IFD  Law 
section  53395.2(a)  (the  "Cost  of  Carry").  The  DDA  will 
reconcile  the  accrual  and  payment  of  the  Cost  of  Carry 
on  Qualified  Project  Costs  with  the  accrual  and  payment 
of  Developer  Return.  The  Port  will  pay  Master 
Developer  the  Developer  Return  and  repay  Developer 
Capital.  Within  a  specified  time  after  the  disposition  of 
all  Development  Parcels  within  a  Phase  and  completion 
of  all  associated  Infrastructure  and  Public  Facilities  (the 
"Phase  Completion  Date"),  Master  Developer  will 
provide  the  Port  with  a  "Developer  Return  Statement" 
showing  the  Developer  Return  for  the  Project  as  of  the 
applicable  Phase  Completion  Date. 

(b)     Priorities  for  Application  of  Project  Sources.  The  Port 
will  apply  Project  Sources  to  the  Project  in  the  priorities 
outlined  below. 

i.  Land  Proceeds  will  be  applied  in  the  order  listed 
below  to  pay  or  repay:  (1 )  directly  for  Horizontal 
Development  Costs,  subject  to  reimbursement 
with  Land-Secured  Financing  Proceeds  on  a  tax- 
exempt  or  taxable  basis,  as  permitted  by  law; 

(2)  Developer  Return;  (3)  Developer  Capital, 
subject  to  reimbursement  with  Land-Secured 
Financing  Proceeds  on  a  tax-exempt  or  taxable 
basis,  as  permitted  by  law;  and  (4)  unreimbursed 
Developer  Capital  used  for  Horizontal 
Development  Costs  and  unpaid  Cost  of  Carry,  but 
only  after  Land-Secured  Financing  Proceeds 
have  been  exhausted. 

ii.  Land-Secured  Financing  Proceeds  will  be  applied 
in  the  order  listed  below  to  pay  or  reimburse: 

(1)  debt  service  for  outstanding  CFD  and  IFD 
Bonds,  as  set  forth  in  the  DDA;  (2)  unreimbursed 
Developer  Capital  used  for  Qualified  Project 
Costs,  including  unpaid  Cost  of  Carry; 

(3)  unreimbursed  Land  Proceeds  used  to  repay 
Developer  Capital  and  unpaid  Cost  of  Carry; 

(4)  directly  for  Qualified  Project  Costs;  and 

(5)  Eligible  Vertical  Improvement  Costs  to  the 
extent  set  forth  in  the  DDA. 

 ni.      The  Port  may  designate  in  its  sole  discretion  the 
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uses  of  any  other  sources  the  Port  uses  for  the 
Project,  subject  to  reasonable  financial 
protections  negotiated  in  the  DDA. 

(c)  Reinvestment  of  Surplus  Proceeds.  The  Developer 
Return  Statement,  in  addition  to  showing  Developer 
Return  for  the  Project  as  of  the  applicable  Phase 
Completion  Date,  will  identify  Land  Proceeds,  if  any,  not 
required  to  pay  Developer  Return  (excluding  the  Cost  of 
Carry)  or  to  return  Developer  Capital  for  a  given  Phase 
(the  "Phase  Surplus").  The  Phase  Surplus  will  be 
deemed  to  have  been  deposited  into  an  interest-bearing 
deposit  account  (the  "Project  Account")  and  the 
proceeds  will  be  applied  instead  of  Developer  Capital  to 
pay  directly  for  subsequent  Horizontal  Development 
Costs.  The  DDA  will  include  provisions  to  address 
accounting  for  the  time  value  of  money  of  the  Phase 
Surplus  relative  to  its  application  to  subsequent 
Horizontal  Development  Costs.  Nothing  in  this  Term 
Sheet  or  the  DDA  will  restrict  Master  Developer's  use  of 
its  own  capital  or  its  share  of  the  Phase  Surplus. 

(d)  Ground  Leases  with  Annual  Rent  Obligations.  If,  after 
all  Infrastructure  and  Public  Facilities  for  the  Project 
have  been  completed  and  accepted  by  the  City  and  the 
Port,  the  Developer  Return  Statement  for  the  Project 
shows  that  Master  Developer  has  received  the 
Developer  Return,  and  Master  Developer  has  received  a 
return  of  Developer  Capital,  then  the  Port  may  elect  to 
receive  55%  of  the  annual  rent  payments  under  any  new 
Ground  Leases  under  Section  14(a)(iii)  (Timing  for 
Required  Annual  Ground  Rent),  and  Master  Developer 
will  receive  or  retain  the  remaining  45%,  without 
restrictions  on  either  Party's  use  of  its  share  except  as 
specifically  provided  otherwise.  The  DDA  will  describe 
the  mechanism  by  which  third-party  ground  tenants  will 
pay  Master  Developer  its  remaining  45%  share  on  a  pre- 
paid basis. 

(e)  Distribution  of  Project  Surplus.  After  all  Infrastructure 
and  Public  Facilities  for  the  Project  have  been 
completed  and  accepted  by  the  City  and  the  Port,  and 
Master  Developer  has  received  the  Developer  Return 
and  a  return  of  Developer  Capital,  any  prepaid  ground 
rent,  land  sale  proceeds,  and  Net  New  Interim  Lease 
Revenues  remaining  in  the  Project  Account  (the 

 "Project  Surplus")  will  be  distributed  to  the  Parties  with 
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the  Port  receiving  55%  of  the  Project  Surplus  and 
Master  Developer  receiving  or  retaining  45%  of  the 
Project  Surplus. 

(f)      Financial  ReDortinq  and  Final  Reconciliation.  At 
intervals  to  be  specified  in  the  DDA,  after  Master 
Developer  begins  to  incur  Horizontal  Development 
Costs  within  any  Phase,  it  will  provide  reports  on  Project 
Sources  and  their  uses  in  form  reasonably  acceptable  to 
the  Port.  Within  a  specified  time  after  the  Phase 
Completion  Date  of  each  Project  Phase,  Master 
Developer  will  submit  a  final  Phase  accounting  to  the 
Port,  showing  the  cumulative  Horizontal  Development 
Costs,  Developer  Return  for  the  entire  the  Project,  and 
all  payments  made  to  the  Port  under  the  DDA. 

(q)     Audit  Riqhts.  The  Port  will  have  audit  riqhts  for  each 
Phase  and  for  the  Project  as  a  whole,  to  be  specified  in 
the  DDA. 

1 1 .  Port  Participation 
in  Vertical 
Development 

Each  Ground  Lease  and  Purchase  Agreement  will  include 
provisions  for  Port  participation  in  Ground  Lease  revenues  and 
in  any  transfer  or  refinancing  as  defined  below  and  to  be  further 
negotiated  for  the  Transaction  Documents. 

(a)     Percentaqe  Rent. 

i.  Beginning  in  lease  year  30,  the  Port  will  be 
entitled  to  annual  payments  of  1 .5%  of  modified 
gross  revenues  (net  of  taxes,  insurance,  utilities, 
and  capital  expenditures  as  further  defined  in  the 
Transaction  Documents,  which,  through 
commercially  reasonable  leasehold  mortgagee 
protection  measures  will  be  subordinate  to  debt 
service  payable  on  permitted  secured  loans)  on 
all  buildings  other  than  residential  condominium 
buildings,  Buildings  12  and  21,  Parcels  E-1A  and 
E-1B,  and  the  District  Parking  Facilities. 

ii.  Beginning  in  lease  year  60,  the  Port  will  be 
entitled  to  annual  payments  of  2.5%  of  modified 
gross  revenues  (net  of  taxes,  insurance,  utilities 
and  capital  expenditures  as  further  defined  in  the 
Transaction  Documents,  which,  through 
commercially  reasonable  leasehold  mortgagee 
protection  measures  will  be  subordinate  to  debt 
service  payable  on  permitted  secured  loans)  on 
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all  buildings  other  than  residential  condominium 
buildings,  Buildings  12  and  21,  Parcels  E-1Aand 
E-1B,  and  the  District  Parking  Facilities. 

(b)  Refinancing.  The  Port  will  be  entitled  to  1 .5%  of  net 
proceeds  from  the  refinancing  of  Ground  Leases  and 
associated  improvements.  The  DDA  will  specify  how 
net  proceeds  on  refinancing  will  be  calculated,  but  net 
proceeds  will  be  net  of  the  original  unamortized  loan 
amount,  any  portion  of  the  refinancing  proceeds 
designated  for  and  actually  used  to  reinvest  in  the 
building,  and  all  third  party  costs  incurred  in  connection 
with  the  applicable  sale  or  refinancing,  including 
prepayment  penalties  on  the  debt. 

(c)  Ground  Lease  and  Fee  Transfers.  The  calculation  of 
net  proceeds  for  Port's  participation  in  Ground  Lease 
and  fee  transfers  will  be  set  forth  in  the  DDA,  but  will 
exclude  the  seller's  cost  basis  in  the  parcel. 

i.  If  Master  Developer,  or  any  affiliate  or  joint 
venture  acting  as  a  Vertical  Developer  of  a 
Development  Parcel,  sells  the  Development 
Parcel  to  an  unaffiliated  (to  be  defined  in  the 
DDA)  third  party  (each,  a  "Third-Party  Transfer") 
before  the  earlier  of:  (1 )  three  years  after 
conveyance  of  the  Development  Parcel  to  Master 
Developer;  or  (2)  the  date  that  Port  issues  the 
first  site  permit  for  the  transferred  Development 
Parcel  (the  earliest  to  occur,  the  "Early  Transfer 
Date"),  then  all  net  proceeds  of  the  Third-Party 
Transfer  will  be  included  as  Project  Sources  and 
applied  in  accordance  with  Section  10 
(Developer  Return).  The  net  proceeds  of  the 
Third  Party  Transfer  will  exclude  Master 
Developer's  (or  its  affiliate's  or  joint  venture's) 
Entitlement  costs  incurred  after  the  DDA  Effective 
Date  in  connection  with  the  Development  Parcel 
(including  architect,  attorney,  and  consultant 
costs  in  preparing  schematic  drawings  and 
obtaining  necessary  approvals)  plus  a  12%  return 
calculated  annually  on  such  Entitlement  costs, 
but  the  DDA  will  provide  a  more  detailed 
description  of  excluded  costs. 

ii.  If  a  Ground  Lease  or  fee  is  transferred  on  or  after 
 the  Early  Transfer  Date,  the  Port  will  be  entitled  to 
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1 .5%  of  the  net  transfer  proceeds  as  more 
particularly  described  in  the  DDA. 

(d)     Condominium  Transfers.  All  condominium  parcels  sold 
in  fee  will  include  a  transfer  fee  covenant  that  provides 
for  a  payment  to  the  Port  of  1 .5%  of  the  net  sale 
proceeds  as  more  particularly  described  in  the  DDA 
from  the  sale  of  individual  condominium  units  after  but 
not  including  the  first  sale. 

12. Financing 
Mechanisms 

The  DDA  will  describe  in  greater  detail  the  principal  land- 
secured  financing  mechanisms  being  considered  to  finance 
Qualified  Project  Costs  and  ongoing  operations  and 
maintenance  costs  of  designated  Infrastructure  and  Public 
Facilities.  The  DDA  will  be  drafted  to  implement  the  goal  of 
maximizing  the  use  of  the  financing  mechanisms  described 
below  to  directly  finance  or  reimburse  Master  Developer  for  the 
Qualified  Project  Costs  on  a  tax-exempt  basis  to  the  maximum 
extent  permitted  by  law  or  on  a  taxable  basis. 

Before  Master  Developer  incurs  any  Qualified  Project  Costs, 
the  Parties  will  enter  into  an  Acquisition  Agreement,  which  will 
specify  the  procedures  and  conditions  for  the  City's  and  the 
Port's  purchase  of  or  direct  payment  for  the  Qualified  Project 
Costs  of  Qualified  Facilities  and,  to  the  extent  agreed  and 
permitted  by  law,  Eligible  Vertical  Improvements  with  Project 
debt  and  any  other  available  sources  of  funds. 

Currently,  the  primary  financing  mechanisms  being  considered 
are: 

(a)     Infrastructure  Financinq  District. 

i.        Port  IFD  Guidelines.  Bv  Resolution  No.  123-13. 
the  Board  adopted  on  April  23,  2013  "Guidelines 
for  the  Establishment  and  Use  of  an  Infrastructure 
Financing  District  with  Project  Areas  on  Land 
under  the  Jurisdiction  of  the  San  Francisco  Port 
Commission"  (the  "Port  IFD  Guidelines") 
attached  as  Exhibit  H.  Consistent  with  the  Port 
IFD  Guidelines,  the  City  would  form  a  single 
infrastructure  financing  district  ("IFD")  consisting 
of  all  Port  property  (the  "waterfront  district")  in 
accordance  with  IFD  Law.  Following  CEQA 
review,  the  City  would  then  consider  formation  of 
project-specific  project  areas  and  adoption  of 
project  specific  infrastructure  financing  plans, 
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which  for  Pier  70  could  include  one  or  more 
project  subareas  within  the  Waterfront  Site 
consistent  with  the  Project  Phasing  Schedule. 
The  City  may  seek  judicial  validation  of  one  or 
more  of:  the  formation  of  the  waterfront  district 
project  area(s);  the  allocation  of  tax  increment  to 
the  waterfront  district;  the  issuance  of  tax 
increment  bonds;  and  related  issues.  If  so, 
Master  Developer  will  cooperate  reasonably  with 
the  City  in  bringing  the  validation  action(s).  The 
Port  and  OEWD  will  work  with  the  Assessor's 
Office  within  6  months  after  the  completion  of 
each  building  to  have  the  parcel  enrolled  on  the 
San  Francisco  tax  rolls. 

ii.       IFD  Financing  Plan  and  Priorities.  The  Project 

qualifies  as  a  "Pier  70  district"  for  which  a  "Pier  70 
enhanced  financing  plan"  is  authorized  under  IFD 
Law.  Accordingly,  the  Port  will  prepare  a  Pier  70 
enhanced  financing  plan  for  the  Project  in 
consultation  with  Master  Developer  and  present  it 
to  the  Board  for  adoption.  As  used  in  this  Term 
Sheet  in  reference  to  the  Project,  "IFD  financing 
plan"  means  the  Pier  70  enhanced  financing  plan 
and  the  "project  area"  means  the  Pier  70  district, 
including  any  project  subareas  within  the  district, 
consisting  of  the  Waterfront  Site,  the  20th/lllinois 
Parcel,  and,  subject  to  further  negotiation,  some 
or  all  of  the  Third-Party  Parcels  and  other 
developable  parcels  at  Pier  70. 

The  Parties  will  propose  an  IFD  financing  plan 
that  would  authorize  the  financing  of  all  of 
Qualified  Project  Costs  and  Eligible  Vertical 
Improvement  Costs  to  the  maximum  extent 
permitted  by  law.  The  proposed  plan  will 
prioritize  the  use  of  the  tax  increment  to  fund: 

(1)  first,  the  costs  of  horizontal  development; 

(2)  second,  Master  Developer's  (or  its  affiliated  or 
joint  venture  Vertical  Developer's)  Eligible 
Vertical  Improvement  Costs;  and  (3)  third, 
unaffiliated  Vertical  Developers'  Eligible  Vertical 
Improvement  Costs.  The  DDA  will  include 
detailed  descriptions  and  definitions  of  eligible 
costs.  The  Port  will  submit  a  memorandum  of 
understanding  with  the  City  Controller,  as 

 authorized  under  Charter  section  B7.320,  to  the 
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Board  for  approval  with  the  proposed  IFD 
financing  plan,  which  together,  when  approved, 
will  commit  the  City  to  allocate  tax  increment  to 
the  project  area  in  accordance  with  the  adopted 
IFD  financing  plan. 

iii.  Use  of  Tax  Increment.  Tax  increment  may  be 
used:  (1 )  to  pay  Qualified  Project  Costs  on  a  pay- 
as-you-go  basis;  (2)  to  service  tax  increment 
bond  financing  used  to  pay  Qualified  Project 
Costs;  (3)  to  repay  CFD  debt;  (4)  to  pay  Eligible 
Vertical  Improvements  Costs  in  the  priorities 
established  under  the  IFD  financing  plan;  and 
(5)  for  any  other  purpose  authorized  by  the  IFD 
financing  plan  and  applicable  law. 

iv.  Tax  Increment  Allocation  to  the  Project  Area. 
Subject  to  the  time  limitations  in  IFD  Law  for  the 
capture  of  ERAF  (defined  below),  "Net  Available 
Increment"  will  consist  solely  of  approximately 
$0.90  per  property  tax  dollar  (based  on  FY  2012- 
2013  adopted  tax  allocation)  in  the  County 
consisting  of:  (1)  the  City's  share  of  available  tax 
increment  from  the  Waterfront  Site  and  the 
20th/lllinois  Parcel  (i.e.,  $0,646  per  property  tax 
dollar  in  the  County  in  FY  2012-2013);  and  (2)  the 
County's  share  of  available  tax  increment  from 
the  Waterfront  Site  and  the  20th/lllinois  Parcel  that 
would  otherwise  be  allocated  to  the  Educational 
Revenue  Augmentation  Fund  (i.e.,  $0,253  per 
property  tax  dollar  in  the  County  in  FY  2012- 
2013)  ("ERAF"),  subject  to  limitations  under  IFD 
Law,  the  Port  IFD  Guidelines,  and  the  adopted 
IFD  financing  plan.  Under  IFD  Law,  tax 
increment  from  the  project  area  that  is  allocated 
to  local  school  or  college  districts  or  taxing 
entities  cannot  be  allocated  to  the  waterfront 
district. 

To  the  extent  permitted  by  law,  Net  Available 
Increment  will  be  used  to  pay  directly  for  or 
reimburse  Master  Developer  for  all  Qualified 
Project  Costs.  The  base  year  for  the  project  area 
will  be  the  fiscal  year  in  which  the  Board  adopts 
the  ordinance  approving  the  IFD  financing  plan 
unless  the  ordinance  or  the  IFD  financing  plan  as 
 adopted  specifies  otherwise.  Net  Available  
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Increment  may  be  allocated  to  the  project  area 
for  the  Project  beginning  in  the  fiscal  year 
following  the  base  year  and  allocated  to  the 
waterfront  district  for  45  years  from  the  date  the 
waterfront  district  actually  receives  $100,000  of 
Net  Available  Increment  from  the  project  area. 

After  the  last  ERAF-secured  debt  (as  defined  in 
IFD  Law)  for  the  project  area  or  subarea  has 
been  incurred  (i.e.,  within  the  20-year  window 
available  under  IFD  Law),  no  further  ERAF  tax 
increment  will  be  allocated  to  the  Project  except 
to  the  extent  previously  pledged  and  used  for  any 
ERAF-secured  debt. 

v.       Allocation  of  Tax  Increment  Between  the  Parties. 
The  Port  will  seek  Board  approval  of  an  IFD 
financing  plan  that  will  provide  for  the  following 
allocation  of  Net  Available  Increment  between 
Master  Developer  and  the  Port  to  the  extent 
allowed  under  IFD  Law  and  applicable  tax  laws: 

1 .  Consistent  with  the  Port  IFD  Guidelines, 
91.11%  of  the  Net  Available  Increment 
allocated  to  the  project  area  for  the  Project 
will  be  used  to  reimburse  Master  Developer 
for  its  Qualified  Project  Costs  to  the  extent 
permitted  by  law,  the  adopted  IFD  financing 
plan,  and  the  Port  IFD  Guidelines. 

2.  The  remaining  amount  of  the  Net  Available 
Increment  will  be  allocated  to  the  Port  to  fund 
other  Pier  70  improvements  as  specified  in 
the  IFD  financing  plan. 

The  Summary  Pro  Forma  attached  as  Exhibit  G 
assumes  that  Net  Available  Increment  available 
to  the  Project  will  be  allocated  in  the  manner 
described  above. 

IFD  bonds  may  be  issued  that  are  secured  by  a 
pledge  of  Net  Available  Increment  allocated,  in 
part,  to  the  Project  and,  in  part,  to  the  Port,  as 
described  above.  Consequently,  the  DDA  will 
outline  a  structure  for  allocation  of  IFD  bond 
proceeds  consistent  with  the  allocation  of  Net 
 Available  Increment  between  Master  Developer 
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and  the  Port  as  discussed  above. 

vi.      Tax  Increment  Shortfalls.  To  the  extent 

consistent  with  any  applicable  public  financing, 
Vertical  Developers  will  be  required  to  pay  any 
shortfall  in  anticipated  property  taxes  caused  by  a 
downward  reassessment  of  the  Development 
Parcel  subject  to  their  Ground  Leases  or  fee 
interests  through  a  levy  of  special  taxes. 

(b)     Community  Facilities  District. 

i.  Formation.  The  City  will  form  a  single  community 
facilities  district  ("CFD")  early  in  the  Project  over 
the  Waterfront  Site,  which  may  include  other 
buildable  parcels  at  Pier  70,  in  accordance  with 
CFD  Law.  Special  taxes  will  be  levied  against  all 
leasehold  and  fee  interests  in  taxable  parcels  in 
the  CFD.  The  DDA  will  authorize  two  tranches  of 
CFD  bond  debt;  the  first  would  be  used  to  pay 
directly  for  or  reimburse  Master  Developer  for  its 
Qualified  Project  Costs;  the  second  would  be 
available  to  pay  for  a  portion  of  waterfront 
infrastructure  to  protect  the  Project  from  perils 
associated  with  climate  change  and  sea  level  rise 
under  certain  circumstances.  Master  Developer 
may  submit  written  requests  that  the  City  issue 
first  tranche  CFD  debt,  but  the  City  will  retain  sole 
discretion  overtiming  and  other  conditions  of  debt 
issuance.  In  addition,  the  City  will  have  the  right 
at  its  sole  discretion  to  issue  CFD  debt  early  in 
each  Project  Phase  in  an  amount  that  is  secured 
by  special  taxes  authorized  under  the  RMA  not  to 
exceed  the  expected  maximum  property  tax  rate. 

ii.  Use  of  CFD  Proceeds.  The  DDA  will  authorize 
CFD  bond  proceeds  to  be  used  to  pay  directly  for 
or  to  reimburse  Master  Developer  for  Qualified 
Project  Costs.  At  the  request  of  Master 
Developer,  the  City  may  agree  to  apply  special 
taxes  levied  in  the  CFD  to  finance  Qualified 
Project  Costs  on  a  pay-as-you-go  basis  to  the 
extent  not  needed  to  pay  debt  service  on  CFD 
bonds,  or  the  City  may  choose  to  hold  the  special 
taxes  for  reserves  and  other  requirements  under 
the  bond  indenture  and  other  purposes  consistent 

 with  the  bond  indenture,  CFD  Law,  and  the  PDA. 
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In  no  event  may  the  City  use  first  tranche  CFD 
bond  proceeds  or  pay-as-you-go  special  taxes  for 
any  purpose  other  than  the  Project  until  the  Port 
has  satisfied  its  obligations  under  the  DDA  and 
the  Acquisition  Agreement. 

In  no  event  will  the  DDA  require  Master 
Developer  to  provide  or  cause  to  be  provided 
credit  enhancement  for  the  issuance  of  CFD 
bonds  except  to  the  extent  and  on  terms 
acceptable  to  Master  Developer  in  its  sole 
discretion. 

Until  all  of  Developer's  Qualified  Project  Costs 
have  been  paid,  all  CFD  special  taxes  generated 
from  the  Waterfront  Site  will  be  used  to  fund 
Qualified  Project  Costs  only  within  the  Waterfront 
Site. 

iii.  Issuance  of  Debt.  The  Parties  anticipate  that 
CFD  debt  will  be  issued  in  coordination  with 
horizontal  and  vertical  development  schedules 
and  will  be  repaid  by  special  taxes  paid  by  private 
landowners  and  ground  lessees  and,  subject  to 
conditions  to  be  specified  in  the  DDA,  by  Net 
Available  Increment. 

iv.  Rate  and  Method.  The  rate  and  method  of 
apportionment  of  special  taxes  ("RMA")  for  the 
CFD  will  establish  a  maximum  tax  rate  for  each 
taxable  parcel,  differentiating  between  residential 
and  non-residential  and  developed  and 
undeveloped  parcels  and  specify  the  order  in 
which  special  taxes  will  be  levied  against  different 
types  of  parcels.  The  RMA  will  be  developed  by 
the  Port's  special  tax  consultant,  in  consultation 
with  Master  Developer,  Port  and  City  staff,  and 
other  consultants  selected  by  the  Port  or  the  City, 
based  on  the  Parties'  agreement  on  the 
maximum  tax  rates  as  reflected  in  the  DDA.  The 
RMA  may  provide  for  the  maximum  rate  for 
special  taxes  to  escalate  over  time.  The  Port  and 
Master  Developer  will  agree  upon  the  maximum 
tax  rate  and  the  proposed  special  taxes  for  the 
CFD,  taking  into  account  ad  valorem  property 
taxes,  the  proposed  Special  Taxes  for  the  CFD, 

 and  any  overlapping  special  taxes  and  
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assessments. 

v.       Repayment  through  IFD.  The  Parties  anticipate 
that  a  portion  of  Net  Available  Increment  of  the 
IFD  will  be  used  to  pay  CFD  debt,  reduce  special 
taxes,  and  for  other  Project  purposes,  resulting  in 
a  proportionate  reduction  in  CFD  special  taxes 
and  debt  service. 

(c)  Maintenance  District:  The  City  anticipates  creating  a 
perpetual  maintenance  community  facilities  district 
("Maintenance  CFD")  over  all  of  Pier  70.  The  City  may 
create  a  Maintenance  CFD  over  part  of  Pier  70,  and 
then  allow  annexation  as  each  Phase  is  developed,  or  it 
may  form  a  Maintenance  CFD  over  the  entirety  of 

Pier  70  and  create  zones  corresponding  to  development 
Phases  in  which  taxation  commences  as  each  Phase  is 
developed.  Maintenance  special  taxes  levied  against 
each  taxable  Development  Parcel  would  provide  pay-as- 
you-go  funds  for  operations  and  maintenance  costs 
(including  street  sweeping,  landscaping,  and  right-of- 
way  maintenance)  of  specified  Infrastructure  and  Public 
Facilities  subject  to  amounts,  limitations,  and  conditions 
to  be  set  forth  in  the  DDA  and  the  Financing  Plan.  If  the 
proposed  boundaries  of  the  Maintenance  CFD  are  the 
same  as  the  proposed  boundaries  of  the  CFD,  then  the 
City  may  instead  form  a  single  CFD  with  two  separate 
special  taxes,  one  for  facilities  and  one  for  maintenance. 
Except  as  otherwise  agreed  by  Master  Developer,  all 
maintenance  special  taxes  collected  from  the  Waterfront 
Site  will  be  used  to  maintain  property  within  the 
Waterfront  Site. 

(d)  Other  Financing  Sources.  The  Port  retains  the  right  to 
contribute  other  sources  of  funding  that  cost  less  than 
18%  annually  to  pay  Horizontal  Development  Costs  and 
Eligible  Vertical  Improvement  Costs  if  and  when 
available  to  reduce  the  Port's  liability  for  return  of 
Developer  Capital  and  associated  Developer  Return. 
The  City,  the  Port,  and  Master  Developer  will  cooperate 
to  explore  state  and  federal  incentives  that  might  be 
available  for  horizontal  and  vertical  construction  of  the 
Project,  such  as  for  brownfield  remediation,  transit- 
oriented  development,  and  sustainability  pilot  programs. 
Possible  options,  in  coordination  with  the  City,  could 
include  placing  on  the  ballot  an  initiative  to  approve  a 

 parks  general  obligation  bond  that  would  include  funds 
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for  certain  public  open  spaces  at  Pier  70;  exploring  with 
City  financial  officers  and  other  City  departments  the 
feasibility  and  desirability  of  using  other  public  financing 
mechanisms  that  might  be  employed  to  assist  in 
financing  the  Project,  such  as  mortgage  revenue  bonds, 
revenue  bonds  for  infrastructure,  and  GreenFinanceSF 
bond  financing  for  energy  and  water  conservation  and 
renewable  energy  improvements  to  buildings. 

(e)      Maximum  Use  of  Land-Secured  Financinq  Proceeds. 
Qualified  Project  Costs  will  be  paid  from  IFD  and  CFD 
proceeds  to  the  extent  available. 

13.  Open  Spaces, 
Parks,  and 
Recreation 

As  part  of  the  Public  Facilities,  Master  Developer  will  develop 
major  new  public  parks  and  open  spaces  connecting  the 
Waterfront  Site  with  surrounding  neighborhoods  and  the 
waterfront.  The  development  of  these  Public  Facilities  will  be 
distributed  among  the  Phases  so  that  parks  and  open  spaces 
are  generally  completed  in  coordination  with  the  completion  of 
adjacent  vertical  development. 

Parks  and  open  spaces  (other  than  privately-owned  building- 
integrated  open  spaces)  will  be  owned  by,  and  will  remain 
under  the  jurisdiction  and  control  of,  the  Port,  and  will  be 
managed  and  programmed  by  Master  Developer  or  a  third- 
party  operating  entity  subject  to  Port  approval  under  an 
appropriate  license  or  management  agreement  meeting  the 
requirements  for  a  Maintenance  CFD,  as  described  in 
Section  12(c)  (Maintenance  District),  subject  to  applicable 
conditions  of  the  BCDC  major  permit  for  those  portions  of  the 
Project  within  BCDC  jurisdiction.  Maintenance  of  the  parks  and 
open  spaces  on  the  Waterfront  Site  will  be  funded  by 
maintenance  special  taxes  imposed  on  Vertical  Developers  on 
the  Waterfront  Site  through  the  Maintenance  CFD.  These 
parks,  totaling  approximately  7  acres,  are  described  in  the 
Overview. 

14.  Disposition  of 
Development 
Parcels 

(a)     Master  Developer  Option. 

i.        Option  Riqhts.  Master  Developer  (and  its 

affiliates  and  joint  ventures)  will  have  option  rights 
(for  each  parcel,  an  "Option")  as  follows:  (1 )  on 
all  Development  Parcels;  (2)  on  the  20th/lllinois 
Parcel  under  the  conditions  specified  in 
Section  15(a)  (20th/lllinois  Parcel);  and  (3)  on 
Parcels  E-1 A  and  E-1 B  under  conditions  to  be 
specified  in  the  DDA.  The  Port  will  not  have  any 
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right  to  "put"  a  Development  Parcel  to  Master 
Developer.  The  Option  will  not  include  District 
Parking  Facilities  Parcels  C-1A,  C-1B,  and  C-2  or 
historic  Buildings  12  and  21. 

ii.  Option  Price.  The  Port  will  sell  Development 
Parcels  to  be  developed  primarily  as  for-sale 
residential  condominiums  in  fee,  subject  to  a 
maximum  amount  of  residential  condominium 
units  of  the  total  amount  residential  units  to  be 
negotiated  and  included  in  the  DDA.  The  Port  will 
transfer  all  other  Development  Parcels  by  99-year 
Ground  Leases.  All  Development  Parcels  will  be 
transferred  at  fair  market  rental  value  for  Ground 
Lease  parcels  or  fair  market  value  for  fee  parcels 
(in  either  case,  "FMV"),  determined  in  accordance 
with  the_appraisal  process  described  in 
Section  14(c)  (Appraisal  Process).  Master 
Developer  will  have  90  days  after  completion  of 
each  appraisal  process  to  exercise  its  Option. 

iii.  Timing  for  Required  Annual  Ground  Rent.  After 
all  of  the  following  have  occurred:  (1)  Master 
Developer  has  completed  all  Infrastructure  and 
Public  Facilities;  (2)  the  Port  or  the  City  has 
accepted  all  completed  Qualified  Facilities;  (3)  the 
Master  Developer  Return  Statement  shows  that 
Master  Developer  has  received  the  Developer 
Return;  and  (4)  Master  Developer  has  received 
the  return  of  Developer  Capital,  then  all  new 
Ground  Leases  that  the  Port  conveys  will  include 
an  annual  ground  rent  obligation  based  on  FMV, 
subject  only  to  periodic  escalation  based  on  the 
Consumer  Price  Index  (San  Francisco-Oakland- 
San  Jose,  all  urban  consumers)  published  by  the 
U.S.  Department  of  Labor  Bureau  of  Labor 
Statistics  or,  if  no  longer  published,  a  similar 
index  acceptable  to  the  Parties,  subject  to  a 
minimum  and  a  maximum  increase  to  be  included 
in  the  DDA,  with  no  market  re-sets,  and  the  Port 
will  receive  annual  payments  of  55%  of  the 
annual  ground  rent  obligation.  Until  then,  all 
Ground  Leases  will  be  fully  prepaid.  The  Parties 
will  continue  to  negotiate  on  an  earlier  date  to 
convert  to  Ground  Leases  with  annual  ground 
rent,  a  mechanism  to  partially  prepay  Ground 

 Leases  (e.g.,  ground  rent  prepaid  for  75  years, 
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followed  by  24  years  of  annual  ground  rent 
payments)  or  a  mechanism  to  create  an  annuity 
for  the  Port  from  its  55%  profit  participation,  if 
any. 

iv.  Closing.  If  Master  Developer  timely  exercises  the 
Option  at  the  appraised  FMV,  Closing  will  occur 
in  accordance  with  the  DDA  upon  satisfaction  or 
waiver  of  conditions.  Subject  to  Section  10(b) 
(Priorities  for  Application  of  Project  Sources),  the 
Port  will  use  Land  Proceeds  to  pay  Developer 
Return  (excluding  the  Cost  of  Carry)  and  to  repay 
Developer  Capital,  the  latter  subject  to 
reimbursement  from  tax-exempt  or  taxable  Land- 
Secured  Financing  Proceeds  as  of  the  date  of 
each  Closing.  Any  remaining  Land  Proceeds  will 
be  placed  in  the  Project  Account  and  treated  as 
provided  in  Section  10(c)  (Reinvestment  of 
Surplus  Proceeds). 

v.  Failure  to  Close.  If  Master  Developer  does  not 
timely  close  on  a  Ground  Lease  after  exercising 
its  Option  at  the  appraised  FMV,  then  the  Port  will 
offer  the  Development  Parcel  for  a  third-party 
public  offering  (in  each  case,  a  "Public  Offering") 
at  the  appraised  FMV  according  to  procedures 
briefly  described  below. 

(b)     Public  Offerings. 

i.        Broker-Managed  Offerings.  Public  Offerings  will 
be  managed  by  a  broker  selected  from  a  list  of 
pre-qualified  brokers  selected  by  Master 
Developer  and  the  Port  and  be  made  available  to 
third-party  bidders  that  meet  bidder  selection 
guidelines  for  residential  and  commercial  parcels 
to  be  set  forth  in  the  DDA  (each,  a  "Qualified 
Bidder")  for  a  minimum  price  no  less  than  its 
appraised  FMV  (the  "Minimum  Bid  Price").  The 
Public  Offering  documents  will  specify  that  each 
bidder  must  agree  to  enter  into  an  appropriate 
agreement  with  the  Port  that  will  require  the 
winning  bidder  to  comply  with  the  SUD,  the 
Waterfront  Land  Use  Plan,  including  the 
Waterfront  Design  and  Access  Element,  Project 
design  review  and  approval  procedures,  and 
 applicable  City  and  Port  requirements  consistent 
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with  the  DDA.  The  Public  Offering  will  be  on  the 
market  for  a  reasonable  period  of  time 
determined  by  the  Qualified  Broker  in 
consultation  with  the  Port  and  Master  Developer 
and  specify  a  date  by  which  the  escrow  must 
close.  The  Port  will  sell  the  Development  Parcel 
to  the  Qualified  Bidder  submitting  the  highest  bid 
price  that  meets  or  exceeds  the  Minimum  Bid 
Price. 

ii.       Failed  Offering.  If  no  Qualified  Bidder  submits  a 
bid  at  or  above  the  Minimum  Bid  Price,  then 
Master  Developer  will  have  a  right  to  exercise  an 
Option  to  purchase  the  Development  Parcel  at 
the  Minimum  Bid  Price.  If  Master  Developer 
chooses  not  to  exercise  its  Option  under  this 
Section  14(b)(ii)  (Failed  Offering),  then  a  second 
Public  Offering  for  the  parcel  will  be  held.  The 
DDA  will  include  a  procedure  for  proceeding  if  the 
parcel  fails  to  sell  for  the  Minimum  Bid  Price  at 
the  second  Public  Offering. 

(c)     Appraisal  Process.  Within  30  days  after  Master 

Developer  delivers  an  Appraisal  Trigger  Notice  to  the 
Port,  the  Parties  will  initiate  an  appraisal  process  to 
determine  the  FMV  of  the  applicable  Development 
Parcel  in  accordance  with  the  following  procedures: 

i.  Appraisal  Panel.  The  Parties  will  issue  joint 
instructions  ("Appraisal  Instructions  ")  to  a 
member  of  the  Appraisal  Institute  who  meets 
specified  qualifications,  including  requirements  to 
avoid  conflicts  of  interest  (each,  a  "Qualified 
Appraiser"),  to  prepare  an  appraisal  report 
consistent  with  Appraisal  Instructions  that  will  be 
attached  to  the  DDA.  The  DDA  may  include  a  list 
of  pre-approved  Qualified  Appraisers  from  which 
the  Parties  may  select. 

ii.  Appraisal  Disputes.  If  the  Parties  agree  on  the 
value  conclusions  in  an  appraisal  report,  it  will  be 
final  for  the  purpose  of  the  Option.  If  either  Party 
objects  to  the  appraisal  within  15  days,  either 
Party  may  submit  the  appraisal  to  an  expedited 
dispute  resolution  process.  Under  the  expedited 
process,  each  Party  will  have  the  right  to  engage 

 another  Qualified  Appraiser  to  prepare  an  
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appraisal  report  using  the  same  instructions. 
Each  Party  will  be  responsible  for  the  costs  of  its 
own  Qualified  Appraiser,  and  will  share  equally  in 
the  costs  of  the  third  Qualified  Appraiser. 
Currently,  the  Parties  anticipate  that  appraisal 
disputes  will  be  resolved  as  follows: 

1 .  If,  based  on  the  appraisal  prepared  by  each 
of  the  Parties'  Qualified  Appraiser,  the 
difference  between  the  Parties'  value 
conclusions  is  10%  or  less  of  the  higher 
value,  then  the  FMV  will  be  the  average  of 
the  two  values. 

2.  If  the  difference  between  Parties'  value 
conclusions  is  greater  than  10%  of  the  higher 
value,  then  the  Parties  will  select  a  third 
Qualified  Appraiser  to  perform  a  third 
appraisal  using  the  same  instructions,  and 
the  FMV  will  be  established  as  follows: 

A.  If  the  difference  between  the  value 
conclusion  in  the  Port's  appraisal  and  the 
third  value  is  10%  or  less,  then  the  FMV 
will  be  the  average  of  those  two  values. 

B.  If  the  difference  between  value  conclusion 
in  Master  Developer's  appraisal  and  the 
third  value  is  10%  or  less,  then  the  FMV 
will  be  the  average  of  those  two  values. 

C.  If  neither  the  Port's  nor  Master  Developer's 
value  conclusion  is  within  10%  of  the  third 
value,  or  if  both  the  Port's  and  Master 
Developer's  value  conclusions  are  within 
10%  of  the  third  value,  the  third  value  will 
be  deemed  FMV. 


(d)     Other  Parcels.  The  District  Parking  Facilities  and 
Buildings  12  and  21  are  not  subject  to  Master 
Developer's  Option  under  Section  14(a)  (Master 
Developer  Option).  Disposition,  if  any,  is  addressed  in 
Section  16  (District  Parking  Facilities)  and  Section  17 

 (Placemaking  Parcels).  


15.20th/lllinois  and 
Third-Party 


(a)  20th/lllinois  Parcel.  The  Port  will  seek  Port  Commission 
 and  Board  approval  to  publicly  offer  and  sell  the  
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Parcels 


20th/lllinois  Parcel.  The  Parties  have  agreed  to  the 
following  conditions  relating  to  this  sale: 

i.  The  Port's  minimum  offering  price  for  the 
20th/lllinois  Parcel  will  be  established  by  a 
proprietary  appraisal  and  publicly  offered  in 
accordance  with  the  Port's  customary  procedures 
as  soon  as  practicable  after  the  Board  approves 
the  sale,  which  the  Parties  will  submit  to  the 
Board  for  approval  as  part  of  Project  Approval. 
The  offering  will  be  open  to  all  qualified  bidders, 
including  Master  Developer. 

ii.  The  bid  documents  will  specify  that  the  winning 
bidder  must  close  escrow  no  later  than  12  months 
after  the  Board  approves  the  sale,  with  sale 
proceeds  payable  through  escrow  to  Master 
Developer  to  be  applied  to  the  accrued  and 
unpaid  Developer  Return  (excluding  the  Cost  of 
Carry)  on  Master  Developer's  Project  Entitlement 
costs  incurred  before  Project  Approval. 

iii.  If  Master  Developer  has  not  received  funds  from 
the  sale  of  the  20th/lllinois  Parcel  within 

12  months  from  Project  Approval,  then  within 
60  days,  the  Port  must  either  pay  Master 
Developer  an  amount  equal  to  the  appraised 
FMV  of  the  20th/lllinois  Parcel,  or  offer  Master 
Developer  the  right  to  purchase  the  20th/lllinois 
Parcel  at  its  appraised  FMV. 

(b)     Third-Party  Parcels.  The  Port  intends  to  sell  the  Third- 
Party  Parcels  through  proprietary  public  offerings.  The 
Port  may  elect  at  its  sole  option  to  treat  proceeds  from 
the  sale  of  Third-Party  Parcels  as  Land  Proceeds  that 
are  applied  as  set  forth  in  Section  10  (Developer 
Return). 

The  Port  will  also  cooperate  with  the  City  on  its  potential 
purchase  and  later  sale  of  the  Hoe  Down  Yard,  which 
will  be  deemed  a  Third-Party  Parcel  if  the  City  acquires 
it.  The  DDA  may  describe  a  process  by  which  Master 
Developer  could  obtain  an  Option  on  the  Hoe  Down 
Yard  if  the  City  acquires  it  by  relinquishing  the  Option  for 
a  Development  Parcel  of  equivalent  value,  with  a 
corresponding  change  to  the  boundaries  of  the 
Waterfront  Site. 
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16.  District  Parking      (a)     Sources  for  District  Parking  Facilities.  The  Parties  will 
Facilities  continue  to  discuss  a  number  of  options  to  finance  the 

(Parcels  C-1A,  C-  District  Parking  Facilities  with  the  goal  of  including  their 

1B,  and  C-2)  agreement  on  how  to  finance  these  structures  in  the 

DDA.  Financing  options  under  consideration  include 
public  financing  of  the  District  Parking  Facilities,  use  of 
net  operating  income  from  the  facilities,  use  of 
Developer  Capital  (subject  to  a  12%  annual  return  on 
and  repayment  of  capital  invested),  and  use  of  Port 
Project  proceeds.  If  Developer  Capital  is  used  to  fund 
District  Parking  Facilities,  return  of  and  on  Developer 
Capital  will  be  funded  by,  among  other  potential 
sources,  Port's  55%  share  of  the  Project  Surplus,  if  any. 

Under  the  option  currently  preferred  by  the  Parties,  the 
DDA  will  require  the  Port  and  the  City  to  use  good  faith 
efforts  to  maximize  use  of  taxable  IFD  and  CFD  bond 
proceeds  to  construct  the  portion  of  the  District  Parking 
Facilities  found  to  serve  a  public  purpose.  The  Port 
would  own  and  manage  the  District  Parking  Facilities 
and  make  spaces  available  to  Master  Developer  as 
described  below.  Master  Developer  could  undertake  the 
construction  of  the  District  Parking  Facilities  on  behalf  of 
the  Port  in  this  scenario,  subject  to  applicable  public 
works  requirements,  as  the  Port's  fee  developer  for  a 
market  rate  development  fee.  The  Port  would  be 
responsible  for  directly  paying  for  all  development  costs. 
To  the  extent  permitted  by  law,  the  Port  would  consider 
the  use  of  net  operating  revenues  as  a  secondary 
source  for  repayment  of  any  CFD  or  IFD  bonds  used  to 
finance  construction  any  portion  of  the  costs.  Except  to 
the  extent  needed  to  pay  CFD  or  IFD  bond  debt  service, 
the  Port  would  retain  all  net  operating  revenues. 

(b)     Allocation  of  Parking.  The  DDA  will  specify  the 
allocation  of  parking  spaces  between  residential, 
commercial,  and  public  access  uses  at  the  Waterfront 
Site  and  Pier  70  parking  demand  outside  of  the 
Waterfront  Site.  Any  allocation  will  require  cost-sharing 
that  meets  the  requirements  of  any  public  financing 
sources.  CFD  special  taxes  from  the  Waterfront  Site  will 
not  subsidize  construction  of  parking  spaces  for 
dedicated  use  by  buildings  outside  of  the  Waterfront 
Site.  Before  operations  begin,  the  Parties  will  enter  into 
reciprocal  easement  agreements  and  other  ancillary 
 agreements.  The  DDA  will  also  specify  a  process  under 
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which  the  Parties  will  agree  on  the  number,  if  any,  of 
parking  spaces  within  a  District  Parking  Facility  assigned 
to  a  Development  Parcel  before  vertical  development  of 
the  parcel  begins  until  Master  Developer's  overall 
parking  allocation  is  assigned.  The  agreements 
allocating  parking  spaces  to  commercial  and  residential 
occupants  of  Development  Parcels  will  provide  for  the 
spaces  to  be  available  at  market  rates,  subject  only  to 
market  adjustments  not  to  exceed  a  market-based 
adjustment  based  on  survey  and  provisions  to  ensure 
that  public  parking  does  not  subsidize  private  parking. 

(c)      Flex  Zoninq.  The  SUD  will  provide  for  flexible  zoning  of 
the  parcels  designated  for  the  District  Parking  Facilities 
to  enable  the  Parties  to  develop  the  parcel(s)  for 
residential  or  commercial  use  if  the  Parties  determine 
later  that  one  or  more  are  not  needed  for  that  use. 

17.  Placemaking 
Parcels 

(Buildings  12  and 
21;  Parcels  E-1A 
and  E-1B) 

(a)  Ground  Leases  for  Historic  Buildinqs.  Master  Developer 
will  be  obligated  to  rehabilitate  these  historic  buildings  in 
accordance  with  the  Secretary's  Standards.  The  Port 
will  convey  Buildings  12  and  21  to  Master  Developer 
under  separate  ground  leases,  each  of  which  will  reflect 
the  building's  net  market  value  (which  may  be  positive) 
or  net  required  subsidy  (which  may  be  negative)  with 
financial  terms  to  be  included  in  the  DDA.  The  Parties 
expect  that  the  Port  will  pay  for  the  qualified  costs  of 
Historic  Improvements  with  IFD  financing,  but  will 
continue  to  investigate  the  impact  of  any  allocation  of 
historic  tax  credits  on  the  anticipated  use  of  IFD, 
required  lease  terms  if  Master  Developer  obtains 
allocations  of  historic  tax  credits,  and  other  legal  issues 
required  to  be  resolved  for  incorporation  into  the  DDA. 

(b)  Ground  Leases  for  New  Construction:  Master 
Developer  will  have  an  option  to  ground  lease 
Parcels  E-1 A  and  E-1 B  from  the  Port  at  no  cost  for  the 
establishment  of  placemaking  uses,  which  may  include 
construction  of  new  buildings  that  will  house  a 
combination  of  small  scale  local  production,  arts  and 
cultural  uses,  small  business  incubator  uses,  retail  and 
innovation  retail  and  other  publically  accessible  and 
activating  uses.  The  Parties  will  continue  to  investigate 
the  potential  use  of  land-secured  financing  sources  to 
reimburse  Master  Developer's  qualified  Eligible  Vertical 
Improvements  to  the  maximum  extent  permitted  by  law 
and  its  impact  on  the  nature  and  tenure  of  the  owner 
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and  operator  of  the  completed  spaces.  If  the  Parties 
conclude  that  legal  impediments  prevent  the  use  of 
these  sources  to  reimburse  Master  Developer  for  its 
Developer  Capital  investment  in  these  buildings,  the 
Port  will  have  no  obligation  to  reimburse  Master 
Developer  for  those  costs.  In  any  case,  Master 
Developer  will  not  be  entitled  to  Developer  Return  on  its 
Entitlement  and  development  costs  associated  with 
Parcels  E1-A  and  E-1 B  incurred  after  the  effective  date 
of  the  DDA.  The  DDA  and  SUD  will  include  provisions 
that  may  allow  for  other  uses  of  and  disposition  process 
for  these  parcels  if  Master  Developer  elects  not  to 
exercise  its  option  on  these  parcels. 

18.  Interim  Leasing 

Master  Developer  will  work  with  the  Port  on  its  interim  leasing 
of  parcels  at  the  Waterfront  Site  until  each  parcel  is  ready  for 
development.  If  Master  Developer  is  able  to  bring  Net  New 
Interim  Lease  Revenues  to  the  Waterfront  Site,  50%  of  all  Net 
New  Interim  Lease  Revenues  that  the  Port  receives,  net  of 
Master  Developer's  reasonable  costs  associated  with  the 
interim  leasing  program  as  set  forth  in  the  DDA,  will  be  treated 
as  Land  Proceeds. 

19.Noonan  Building 
Tenants 

The  Port  currently  has  space  leases  with  a  number  of  tenants 
in  the  Building  1 1 ,  also  known  as  the  Noonan  Building,  many  of 
whom  are  artists  (the  "Noonan  Tenants").  Under  Master 
Developer's  current  concept  plan,  Building  1 1  will  be 
demolished.  Master  Developer  will  offer  replacement  space 
("Replacement  Space")  to  each  Noonan  Tenant  that  is  of 
similar  size  to  the  tenant's  existing  premises.  Rent  on  the 
Replacement  Space  will  be  based  on  the  Port's  current 
parameter  rent  schedule  for  the  Noonan  Building,  inflated  to 
the  date  on  which  the  new  lease  for  the  Replacement  Space 
begins  by  a  process  to  be  included  in  the  DDA.  The  right  to 
Replacement  Space  will  be  personal  to  the  person  identified  on 
the  Port  lease  and  will  be  limited  to  Noonan  Tenants  who  are  in 
good  standing  on  the  date  on  which  the  Board  endorses  this 
Term  Sheet  and  who  remain  in  good  standing  under  their 
leases  with  the  Port  until  Master  Developer  offers  the 
Replacement  Space.  Noonan  Tenants  will  not  be  allowed  to 
sublease  or  assign  their  leases  for  Replacement  Space. 
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Under  the  San  Francisco  Charter,  no  officer  or  employee  of  the  City  has  authority  to 
commit  the  City  to  the  Project  until  the  appropriate  City  departments  and  agencies  have 
approved  the  transaction.  Except  as  set  forth  in  the  ENA,  no  legal  obligation  will  exist 
with  respect  to  the  transactions  described  in  this  Term  Sheet,  unless  and  until  the 
Parties  have  negotiated,  executed,  and  delivered  mutually  acceptable  agreements 
based  upon  information  produced  from  the  CEQA  process  and  other  public  review  and 
hearing  processes  and  subject  to  all  applicable  governmental  approvals.  Before 
entering  into  final  Transaction  Documents,  the  Port  and  the  City  retain  the  absolute 
discretion  to:  (a)  require  modifications  to  the  Project  and  any  proposed  agreements  as 
are  deemed  necessary  to  mitigate  significant  environmental  impacts;  (b)  select  feasible 
alternatives  that  avoid  or  reduce  significant  adverse  environmental  impacts  of  the 
Project;  (c)  require  implementation  of  specific  measures  to  mitigate  the  significant 
adverse  environmental  impacts  of  the  Project,  as  identified  through  environmental 
review;  (d)  reject  all  of  part  of  the  Project  as  proposed  if  the  economic  and  social 
benefits  of  the  Project  rejected  do  not  outweigh  otherwise  unavoidable  significant 
adverse  environmental  impacts  of  the  Project;  or  (e)  approve  the  Project  upon  finding 
that  the  economic  and  social  benefits  of  the  Project  approved  outweigh  otherwise 
unavoidable  significant  adverse  environmental  impacts  of  the  Project.  Before  entering 
into  final  Transaction  Documents,  Master  Developer  also  retains  the  absolute  discretion 
to  make  modifications  to  the  Project  and  to  determine  not  to  proceed  with  the  proposed 
Project. 

MASTER  DEVELOPER:  PORT: 


FOREST  CITY  DEVELOPMENT 
CALIFORNIA,  Inc., 
a  California  corporation 


CITY  AND  COUNTY  OF  SAN 
FRANCISCO,  a  municipal  corporation, 
operating  by  and  through  the 
SAN  FRANCISCO  PORT  COMMISSION 


By: 


Kevin  Ratner 

Authorized  Representative 


By: 


Monique  Moyer 
Executive  Director 


Date: 


Date: 


Endorsed  by  Port  Resolution  No. 
and  Board  Resolution  No. 
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MEMORANDUM 


To:  Brad  Benson,  Special  Projects  Manager 

cc:  Elaine  Forbes,  Deputy  Director,  Finance  and  Administration 

From:  Lawrence  Brown,  Financial  Analyst 

Date:  23  May  2013 

Re:  Forest  City  Financial  Update 


Pursuant  to  your  request,  I  have  updated  my  financial  review  of  Forest  City  Enterprises,  Inc.  that  I  prepared 
in  March  of  201 1  in  light  of  Port  staffs  requested  endorsement  by  the  Port  Commission  of  the  negotiated 
Forest  City  term  sheet  for  the  Pier  70  Waterfront  Site  development.  Forest  City  California  Residential 
Development,  Inc.  is  the  actual  development  entity  for  the  Pier  70  parcel. 

The  10-K  report  filed  with  the  U.S.  Securities  and  Exchange  Commission  for  the  fiscal  year  ended  1/31/13 
reveals  that  at  year  end  Forest  City  Enterprises,  Inc.  ("Forest  City")  had  total  assets  of  $10.6  billion.  These 
assets  consisted  primarily  of  real  estate.  As  of  1/31/13,  the  firm  had  $313  million  in  cash  and  cash 
equivalent  investments  on  hand.  Total  equity  at  year  end  totaled  $1.7  billion.  For  the  year  ended  1/31/13, 
Forest  City  reported  total  revenues  of  $1.1  billion,  and  net  earnings  of  $36.3  million.  This  represented  a 
significant  improvement  over  the  prior  fiscal  year,  when  the  company  posted  a  ($0.6)  million  net  loss  on 
revenues  of  $1.1  billion.  Cash  provided  by  company  operations  amounted  to  $422.7  million  for  the  fiscal 
year  ending  1/31/13. 

Forest  City  had  a  $450  million  revolving  credit  facility  available  to  it  for  borrowings,  the  issuance  of  letters 
of  credit,  and  other  approved  purposes.  As  of  1/31/13,  $382  million  was  unused  and  available  for 
borrowings  under  this  credit  facility.  On  February  21,  2013  this  credit  facility  was  replaced  with  a  new  a 
$465  million  revolving  credit  facility.  Company  borrowing  under  this  new  credit  facility  can  be  increased  up 
to  $500  million  upon  the  satisfaction  of  certain  conditions.  The  new  facility  expires  on  February,  2016  but 
can  be  extended  for  one  additional  year  to  February  2017. 

Investor  interest  in  Forest  City  also  appears  to  be  good.  This  is  viewed  as  a  positive  as  it  provides  an 
avenue  to  source  funding,  if  needed.  We  noted  that  the  company's  stock  today,  May  23,  2013,  is  trading  at 
$19.79.  This  is  close  to  the  52  week  high  of  $20.42,  and  well  above  the  52  week  low  of  $12.92.  Over  the 
past  12  months  the  company  has  exchanged  most  of  its  convertible  preferred  stock  for  common  stock  and 
cash.  These  exchanges  will  result  in  reduced  interest  and  dividend  payments  of  approximately  $20  million 
annually. 

In  summary,  the  writer  believes  that  Forest  City  has  sufficient  resources  to  meet  its  current  funding 
commitment  for  the  Pier  70  Waterfront  Site. 
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Executive  Summary 


Chapter  29  of  the  City's  Administrative  Code  requires  that  the  Board  of  Supervisors  make 
findings  of  fiscal  feasibility  for  certain  development  projects  before  the  City's  Planning 
Department  may  begin  California  Environmental  Quality  Act  ("CEQA")  review  of  those  proposed 
projects.  Chapter  29  requires  consideration  of  five  factors:  (1)  Direct  and  indirect  financial 
benefits  of  the  project,  including,  to  the  extent  applicable,  cost  savings  and/or  new  revenues, 
including  tax  revenues  generated  by  the  proposed  project;  (2)  The  cost  of  construction;  (3) 
Available  funding  for  the  project;  (4)  The  long  term  operating  and  maintenance  cost  of  the 
project;  and  (5)  Debt  load  to  be  carried  by  the  City  department  or  agency. 

This  report  provides  information  for  the  Board's  consideration  in  evaluating  the  fiscal  feasibility  of 
a  proposed  development  at  Pier  70  (the  "Project").  The  Project  consists  of  the  Pier  70  Waterfront 
Site  ("Waterfront  Site")  and  the  parcel  bounded  by  Illinois  Street  to  the  west,  20th  Street  to  the 
north,  Michigan  Street  to  the  east,  and  Pier  70's  southern  border  to  the  south  ("Illinois  Street 
Parcel").  The  Port  of  San  Francisco  ("Port")  owns  both  the  Waterfront  Site,  which  it  plans  to 
develop  in  partnership  with  Forest  City  Development  California,  Inc.  ("Forest  City"),  and  the 
Illinois  Street  Parcel,  which  it  plans  to  sell  to  raise  funds  that  will  be  reinvested  in  the  Waterfront 
Site's  infrastructure  development.  A  more  detailed  description  of  the  Project  is  provided  in  the 
Introduction  to  this  report. 

(1)  Financial  Benefits.  The  Project  will  provide  a  range  of  direct  and  indirect  benefits  to  the 
City  and  the  Port.  Additional  details  on  and  analysis  of  the  Project's  financial  benefits  are 
provided  in  Chapter  1  of  this  report. 

a.  Fiscal  Benefits  to  the  City  and  Port.  The  development  of  the  Pier  70 
Waterfront  Site  and  the  Illinois  Street  Parcel  will  provide  both  new  ongoing  and 
one-time  revenues.  Ongoing  revenues  to  the  City  include  new  tax  receipts  from 
Property,  Possessory  Interest,  Sales,  Parking,  and  Gross  Receipts  taxes.  These 
ongoing  revenues  are  currently  estimated  to  amount  to  $28.7  million  in  annual 
revenue  to  the  City  upon  full  build-out  of  the  Waterfront  Site  and 

$1  million  upon  buildout  of  the  Illinois  Street  Parcel  (in  2013  dollars,  including 
possessory  interest  and  property  taxes  to  be  utilized  to  help  fund  infrastructure). 
A  portion  of  the  possessory  interest  and  property  tax  revenues  will  be  allocated  to 
construction  of  public  facilities  and  infrastructure  on  the  Project  site  through  the 
use  of  financing  districts. 

The  City  will  also  receive  one-time  benefits  from  Development  Impact  Fees,  as 
well  as  revenue  associated  with  construction  of  the  Project.  The  one-time 
revenues  generated  by  the  Pier  70  Waterfront  Site  are  estimated  to  total  $91.2 
million  in  2013  dollars  and  would  be  received  over  the  course  of  project 
development.  The  one-time  revenues  from  the  Illinois  Street  Parcel  are  estimated 
to  total  $10.9  million. 

b.  Economic  Benefits  to  the  City.  The  Project  will  have  economic  impacts  that 
benefit  the  City's  overall  economy.  New  direct,  indirect,  and  induced  economic 
activity  created  by  construction  of  the  Pier  70  Waterfront  Site  is  projected  to 
create  approximately  14,300  direct,  indirect  and  induced  annual  full  time 
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construction-related  job  equivalents.1  The  construction  on  the  Illinois  Street 
Parcel  is  estimated  to  create  a  total  of  720  direct,  indirect  and  induced  annual  full 
time  construction-related  job  equivalents. 

At  full  build-out,  ongoing  direct,  indirect  and  induced  economic  activity  at  the  Pier 
70  Waterfront  Site  is  projected  to  support  18,000  permanent  jobs  in  San 
Francisco.  The  Illinois  Street  Parcel  is  estimated  to  support  50  permanent  jobs. 

c.  Direct  Financial  Benefits  to  the  Port.  The  Port  and  Forest  City  have  drafted 
terms  related  to  the  Pier  70  Waterfront  Site  development.  Under  those  terms,  the 
Port  will  receive:  a  share  of  the  appraised  value  of  developable  parcels  after 
Forest  City  achieves  a  market-based  return  of  and  on  equity  it  has  invested  in 
entitlements  and  infrastructure  development;  an  increasing  share  of  modified 
gross  revenues  from  building  leases;  a  share  of  net  proceeds  from  sales  and 
refinancings;  net  operating  income  from  district  parking  garages  serving  the 
development;  and  a  share  of  future  net  tax  increment  generated  by  the 
development,  for  funding  of  Pier  70  improvements.2 

The  Port  will  seek  Port  Commission  and  Board  approval  to  publicly  offer  and  sell 
the  Illinois  Street  Parcel.  Revenues  to  the  Port  from  the  sale  of  this  parcel,  which 
is  anticipated  to  occur  in  the  near  term,  are  expected  to  repay  Forest  City  for  its 
expenditures  during  the  entitlement  process,  with  a  market  return.  This  early 
repayment  will  limit  the  amount  of  return  that  can  accrue  to  the  Forest  City  on  its 
entitlement  costs,  and  thereby  support  greater  revenue  generation  to  the  Port. 

d.  Direct  Benefits  to  the  City.  As  currently  proposed,  the  Waterfront  Site  will 
include  a  number  of  public  benefits,  including  the  rehabilitation  and  preservation 
of  historic  structures;  creation  of  a  unique  San  Francisco  urban  waterfront  with  a 
creative  core  of  local  production,  arts,  and  innovation  uses;  elimination  of  a 
significant  existing  liability  to  the  Port  due  to  Pier  70's  existing  and  anticipated 
capital  needs;  7  acres  of  open  space  and  parks;  approximately  950  units  of 
housing,  including  affordable  housing  commensurate  with  or  exceeding  the  City's 
inclusionary  housing  requirements;  expansion  of  the  City's  inventory  of  job- 
creating  commercial  space  by  up  to  2.25  million  square  feet;  and  $155  million  of 
new  infrastructure. 

Benefits  of  the  Illinois  Street  Parcel's  development  include  the  creation  of 
additional  housing  and  neighborhood  retail  amenities.  The  developer  of  the  Illinois 
Street  Parcel  may  also  be  responsible  for  constructing  adjacent  roadways  and/or 
plaza  space,  unless  these  benefits  are  instead  assigned  to  adjacent  Port-owned 
parcels. 


1  Construction  jobs  represent  "job-years"  generated  over  the  course  of  development  only. 

2  Term  Sheet 
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Additional  details  and  analysis  of  the  financial  and  economic  benefits  of  the  Project  are 
provided  in  Chapter  1. 

(2)  Cost  of  Construction.  The  Pier  70  Waterfront  Site  as  currently  proposed  will  cost 
approximately  $1.8  billion  to  construct.  This  cost  estimate  includes  $1.65  billion  for 
construction  of  buildings  and  structured  parking  and  $155  million  for  new  infrastructure 
and  public  facilities,  as  set  forth  in  further  detail  in  Chapter  2. 

The  Illinois  Street  Parcel  will  cost  approximately  $95  million  to  construct.  This  cost 
estimate  includes  vertical  building  construction,  and  infrastructure. 

(3)  Available  Funding  for  the  Project.  Predevelopment,  infrastructure,  and  historic 
preservation  costs  for  the  Pier  70  Waterfront  Site  initially  will  be  privately  financed  with 
risk  capital  by  the  Master  Developer.  The  Master  Developer's  investment  in  public 
facilities  will  be  reimbursed  and  the  infrastructure  funding  potentially  augmented  by 
several  sources,  including  the  appraised  value  of  the  improved,  developable  land;  special 
taxes  levied  by  Community  Facilities  Districts  (each,  a  "CFD")  formed  under  the  Mello- 
Roos  Community  Facilities  Act  of  1982;  tax  increment  financing  from  Infrastructure 
Financing  District  ("IFD")  project  areas;  and  debt  issuance  backed  by  CFD  and  IFD 
revenues.  Private  risk  capital  will  be  used  for  construction  of  all  residential  and 
commercial  uses,  including  costs  for  building  design  and  construction,  City  impact  fees, 
and  other  agency  fees,  with  the  possible  exception  of  historic  buildings  and 
Innovation/"Maker"  uses  (described  in  the  Proposed  Development  section  below  in  the 
Introduction),  which  may  have  certain  IFD-eligible  costs.  Certain  historic  building 
rehabilitation  costs  will  be  eligible  for  project-generated  IFD  funding  for  purposes  of  gap 
financing  and  cultural/place-making  uses  may  be  eligible  for  support  from  project- 
generated  public  financing  sources.  Additional  information  is  provided  in  the 
Introduction  and  Chapter  3. 

The  costs  for  vertical  development  on  the  Illinois  Street  Parcel  will  be  paid  entirely  using 
private  risk  capital.  Infrastructure  obligations  associated  with  the  Illinois  Street  Parcel, 
which  could  consist  of  adjacent  streets  and/or  a  small  plaza,  could  potentially  utilize  the 
same  CFD  and  IFD  public  financing  mechanisms  utilized  for  the  Waterfront  Site's 
infrastructure. 

(4)  Long-Term  Operating  and  Maintenance  Costs.  The  Master  Developer  (and/or  other 
property  lessees  or  owners)  will  be  responsible  for  a  portion  of  the  Pier  70  Waterfront 
Site's  operation  and  maintenance  costs,  including  those  associated  with  all  publicly 
accessible  open  space  and  routine  street  sweeping  and  maintenance,  for  the  term  of  the 
ground  lease.  These  costs  may  be  paid  through  CFD  special  taxes  from  the  Site,  due 
from  the  Master  Developer,  property  lessees  or  owners.  Out-year  capital  improvements 
to  these  facilities  (e.g.,  road  repaving)  may  be  funded  by  IFD  tax  increment  not  needed 
for  debt  service. 

The  Illinois  Street  Parcel  will  be  subject  to  the  same  maintenance  obligations  as  the  Pier 
70  Waterfront  Site  and  may  also  utilize  CFD  special  taxes  and  excess  IFD  tax  increment 
to  cover  these  costs,  if  deemed  desirable  by  the  Port  and  City  at  the  time  of  the  Parcel's 
disposition. 
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City  departments,  including  the  San  Francisco  Police  and  Fire  Departments  and  the 
Municipal  Transportation  Agency  ("SFMTA"),  will  have  increased  service  responsibilities 
associated  with  the  anticipated  population  and  employment  increase  within  the  Project 
area.  Chapter  4  of  this  report  provides  additional  information  about  the  anticipated 
additional  demands  for  services  and  cost  estimates,  where  available.  The  cost  estimates 
associated  with  these  services  will  be  further  refined  through  the  course  of  the  California 
Environmental  Quality  Act  ("CEQA")  review  of  the  Project. 

(5)  Debt  Load  to  be  Carried  by  the  City  or  the  Port.  As  described  in  further  detail  in  the 
Term  Sheet,  the  Waterfront  Site  proposes  to  use  Project-generated  proceeds  of  an  IFD 
and  a  CFD  to  fund  and/or  reimburse  the  cost  of  construction  of  public  facilities  and 
infrastructure.  Such  debt  obligations  will  be  secured  by  special  taxes  and  possessory 
interest  taxes  paid  by  the  Project  lessees  and  property  owners  and  will  not  obligate  the 
City's  General  Fund  or  the  Port's  Harbor  Fund.  The  IFD  property  tax  increment  may  be 
used  to  pay  for  or  reimburse  infrastructure  costs  directly  or  to  pay  debt  service  on  CFD  or 
IFD  bonds,  as  described  below.  A  CFD  will  be  secured  by  the  pledge  of  special  taxes 
imposed  by  the  District  and  either  the  Port's  land  at  the  Waterfront  Site  and  the  Illinois 
Street  Parcel  or  by  leasehold  interests  at  the  site.  The  Illinois  Street  Parcel  may  also 
utilize  these  forms  of  public  financing,  if  deemed  desirable  by  the  Port  and  City  at  the 
time  of  the  Parcel's  disposition.  See  Chapter  5  for  additional  information. 
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Introduction 


Chapter  29  of  the  City's  Administrative  Code  requires  that  the  Board  of  Supervisors  review 
certain  development  projects  before  the  City's  Planning  Department  may  begin  California 
Environmental  Quality  Act  ("CEQA")  review  of  those  proposed  projects.  In  particular,  the  Board 
of  Supervisors  must  make  a  determination  of  fiscal  feasibility  and  responsibility  when  the  plan 
for  a  proposed  project  exceeds  $25  million  in  construction  cost,  and  where  at  least  $1.0  million 
of  the  cost  is  paid  by  certain  public  monies,  including  rent  credits. 

This  report  provides  information  under  Chapter  29,  subsection  Sec.  29.2,  for  the  Board's 
consideration  in  evaluating  the  feasibility  of  a  proposed  development  by  Forest  City  Development 
California,  Inc.,  (the  "Master  Developer")  of  the  Waterfront  Site  at  Pier  70  and  of  the  proposed 
development  of  the  parcel  bounded  by  Illinois  Street  to  the  west,  20th  Street  to  the  north, 
Michigan  Street  to  the  east,  and  Pier  70's  southern  boundary  to  the  south  (the  "Illinois  Street 
Parcel"),  collectively  referred  to  as  the  "Project."  The  current  Project  program  includes  the 
construction  of  new  office,  residential,  retail,  cultural,  parking,  and  open  space  uses  and  the 
rehabilitation  of  historic  buildings  on  the  Waterfront  Site  at  Pier  70,  in  addition  to  the 
development  of  new  residential,  ancillary  retail,  and  parking  on  the  Illinois  Street  Parcel. 

Section  29.2  of  the  San  Francisco  Administrative  Code  lists  five  criteria  for  evaluating  the  fiscal 
feasibility  of  a  project: 

(1)  Direct  and  indirect  financial  benefits  of  the  project,  including,  to  the  extent  applicable,  cost 
savings  or  new  revenues,  including  tax  revenues  generated  by  the  proposed  project; 

(2)  The  cost  of  construction; 

(3)  Available  funding  for  the  project; 

(4)  The  long  term  operating  and  maintenance  costs  of  the  project;  and 

(5)  Debt  load  to  be  carried  by  City  departments  and  agencies. 

Each  of  these  criteria  is  discussed  in  the  chapters  that  follow. 

Central  to  this  analysis  is  the  Waterfront  Site  project's  "Term  Sheet,"  a  non-binding  document 
between  the  Port  and  the  Developer,  which  outlines  certain  basic  business  terms  and  the 
proposed  development  project.  The  Term  Sheet: 

•  Has  been  informed  by  an  extensive  ongoing  public  outreach  process. 

•  Describes  negotiated  deal  terms,  including  financial  terms. 

•  Describes  the  procedures  for  determining  land  value  and  returns  of  and  on  Developer  Capital. 

•  Designates  the  Illinois  Street  Parcel's  sale  revenues  as  a  funding  source  to  support  the 
Waterfront  Site's  infrastructure  and  public  benefits. 

•  Outlines  certain  basic  terms  contemplated  for  the  Project's  final  transaction  documents, 
including  a  Disposition  and  Development  Agreement  ("DDA"). 
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•  Is  subject  to  endorsement  by  the  Port  Commission  and  the  Board  of  Supervisors. 

Provisions  in  the  Term  Sheet  will  be  expanded  upon  in  greater  detail  within  various  transaction 
documents  that  will  accompany  the  final  project  approvals.  The  evaluation  of  fiscal  feasibility, 
including  financial  benefits  to  the  City  and  the  Port,  is  preliminary,  based  on  the  current 
conceptual  Project  plan.  The  information  is  subject  to  change  as  the  project  description  is 
revised  through  public  review,  the  CEQA  process,  and  the  negotiation  of  final  transaction 
documents.  Actual  fiscal  outcomes  also  will  depend  on  future  economic  conditions;  local,  State 
and  Federal  policies;  and  other  possible  actions  that  may  affect  the  Project. 

Proposed  Development 

Pier  70  Waterfront  Site 

The  Pier  70  Waterfront  Site  proposes  a  mixed-use  development  with  the  following  uses: 

•  Office  -  Up  to  2.25  million  gross  square  feet  of  office  uses  will  accommodate  a  range  of 
tenants,  with  an  emphasis  on  knowledge  economy  tenants.  For  the  purpose  of  analysis,  this 
report  assumes  2,182,550  gross  square  feet  are  constructed. 

•  Innovation,  Retail  and  Arts  -  Up  to  400,000  gross  square  feet  will  accommodate  a 
combination  of  traditional  retail  space  (e.g.,  restaurants  and  cafes,  businesses  and  financial 
services,  convenience  items,  personal  services)  and  "Innovation"  space  oriented  towards 
small  scale  local  production,  arts  and  cultural  uses,  small  business  incubator  uses,  and  other 
publically  accessible  and  activating  uses.  The  Innovation  space  will  provide  low-cost  facilities 
to  help  grow  start-up  enterprises  and  encourage  collaboration  and  networking  through 
shared  facilities.  These  uses  will  provide  economic  vitality  and  create  unique  local  character 
that  will  attract  residents  and  office  tenants  to  the  Waterfront  Site.  For  the  purpose  of 
analysis,  this  report  assumes  that  272,300  gross  square  feet  of  Innovation,  Retail  and  Arts 
uses  are  constructed  and  that  this  space  is  divided  evenly  between  traditional  retail  and 
Innovation  uses. 

•  Residential  -The  Project  will  meet  or  exceed  City  inclusionary  housing  requirements.  This 
analysis  assumes  that  949  housing  units  will  be  constructed,  all  of  which  will  be  rental 
apartments  and  15  percent  of  which  provide  inclusionary  affordable  housing  subject  to  City 
income  limits. 

•  Parking  -  The  number  of  parking  spaces  will  be  determined  based  on  final  mix  of  uses,  in 
accordance  with  any  parking  maximums  in  applicable  ordinances.  The  development  program 
assumed  for  this  analysis  assumes  the  following  parking  ratios,  which  are  the  maximum 
ratios  laid  out  in  the  Term  Sheet:  0.5  spaces  per  residential  rental  unit  and  0.9  spaces  per 
1,000  square  feet  of  commercial  space.  These  ratios  would  result  in  a  maximum  of  2,566 
parking  spaces,  up  to  1,200  of  which  could  be  provided  in  structured  "district  parking" 
facilities  and  the  balance  of  which  would  be  provided  within  residential  and  commercial 
buildings. 

•  Open  Space  -  Approximately  7  acres  of  parks  will  be  constructed,  including  a  4.5  acre 
Waterfront  Park,  courtyard  space,  and  useable  open  space  on  the  roofs  of  district  parking 
structures. 
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Development  is  anticipated  to  occur  over  a  period  of  approximately  13  years,  subject  to 
economic  cycles  and  market  conditions. 

Illinois  Street  Parcel 

The  Illinois  Street  Parcel  is  proposed  to  consist  of  a  mixed-use  building  (or  buildings)  with 
residential  over  ground-floor  retail,  as  follows: 

•  Retail  -  Up  to  40,000  gross  square  feet  will  provide  neighborhood  serving  uses  for  the 
benefit  of  nearby  residents  and  employees.  These  uses  may  include  restaurants  and  cafes, 
businesses  and  financial  services,  convenience  items,  and  personal  services.  For  the 
purposes  of  analysis,  this  report  assumes  that  7,700  gross  square  feet  are  constructed. 

•  Residential  -  120,000  to  220,000  gross  square  feet,  which  corresponds  with  a  maximum  of 
200  to  250  units,  depending  on  unit  size.  This  analysis  assumes  that  214  units  will  be 
constructed.  They  may  be  rental  apartments  orfor-sale  condominiums,  depending  upon 
market  conditions  at  the  time  of  parcel  disposition,  but  this  analysis  assumes  that  all  will  be 
condos  that  will  provide  affordable  housing  through  the  City's  Affordable  Housing  Fee  option. 

•  Parking  -  The  Illinois  Street  Parcel  may  include  both  a)  parking  spaces  associated  with 
residential  units  and  retail  uses  on  that  parcel,  to  be  determined  based  on  the  final  program, 
and  b)  parking  spaces  to  serve  other  portions  of  Pier  70,  outside  of  the  Illinois  Street  Parcel 
and  the  Waterfront  Site,  that  do  not  supply  adequate  parking  for  their  buildings'  users.  For 
purposes  of  this  analysis,  214  parking  spaces  are  assumed  to  be  constructed,  all  of  them 
associated  with  on-site  uses. 

Overview  of  Project  Financing 
Waterfront  Site 

Forest  City  would  be  responsible  for  infrastructure  and  site  improvements  and  would  be  eligible 
to  be  reimbursed  for  its  risk  capital  invested  in  predevelopment  and  horizontal  development 
costs  on  a  priority  return  basis  from  project  cash  flows.  Sources  of  funds  would  include  the 
value  of  improved  and  entitled  land  (booked  as  revenue  to  Forest  City  for  parcels  when  Forest 
City  exercised  its  option  to  serve  as  the  vertical  developer  or  when  parcels  are  auctioned  to  third 
parties),  disposition  proceeds  from  the  lease  or  sale  to  a  third  party  of  the  Illinois/20th  Street 
parcel,  Infrastructure  Financing  District  (IFD)  revenues,  and  Community  Facilities  District  (CFD) 
special  taxes. 

Forest  City  will  have  the  option  to  serve  as  vertical  developer  for  all  residential  and  commercial 
development  parcels  on  the  Waterfront  Site.  Only  if  Forest  City  were  to  waive  this  option  would 
another  third  party  vertical  developer  be  selected  to  "take  down"  a  parcel.  Land  disposition, 
either  to  Forest  City  or  to  a  third  party  vertical  developer,  will  occur  through  a  combination  of  fee 
sales  (for  parcels  developed  with  condominiums)  and  99-year  ground  leases  that  will  commence 
at  take-down  of  each  parcel  (prior  to  construction).  Forest  City  will  bear  the  cost  of  building  new 
cultural  and  "place-making"  uses  that  may  not  generate  sufficient  rents  to  cover  costs  but  are 
expected  to  add  value  to  the  project  overall.    The  Port  and  Forest  City  will  examine  potential 
project-generated  public  financing  strategies  to  build  the  place-making  uses.  The  Port  plans  to 
publicly  finance  the  development  of  the  District  Parking  Garages,  which  Forest  City  may 


Economic  &  Planning  Systems,  Inc. 


7 


P  \21000$\21128SFPort\Report\Chapter29\P>er  70  Fiscal  -  May  21  2013.(Jocx 


Findings  of  Fiscal  Responsibility  and  Feasibility 
Pier  70  Waterfront  Site  and  Illinois  Street  Parcel 

Report  5/21/13 

construct  and  the  Port  would  own.  The  parties  will  continue  to  discuss  a  number  of  options  for 
financing  the  District  Parking  Facilities,  with  a  final  financing  approach  included  in  the  DDA. 

In  consideration  for  the  land  and  investment  of  public  funds,  the  Port  will  receive  project 
revenues  from  a  variety  of  sources,  estimated  to  total  approximately  $152  million  (NPV).  These 
potential  revenues  are  described  in  greater  detail  in  subsequent  chapters. 

Illinois  Street  Parcel 

The  Port  will  publicly  offer  the  Illinois  Street  Parcel  for  sale  to  a  developer,  at  fair  market  value, 
through  an  auction  process  that  is  outlined  in  the  Term  Sheet.  Forest  City  may  participate  in  the 
auction.  Proceeds  to  the  Port  from  the  lease  or  sale  of  this  parcel,  which  is  expected  to  occur  in 
the  near  term,  are  expected  repay  Forest  City  for  its  expenditures  during  the  entitlement 
process,  with  a  market  return.  This  early  repayment  will  limit  the  amount  of  return  that  can 
accrue  to  the  Forest  City  on  its  entitlement  costs,  thereby  generating  greater  Project  revenues  to 
the  Port. 

New  development  at  the  Waterfront  Site  and  the  Illinois  Street  Parcel  will  generate  a  range  of 
ongoing  tax  revenues  (see  Tables  1a  and  1b)  and  one-time  fees  and  revenues  (see  Tables  2a 
and  2b).  These  revenues  will  help  to  fund  services  to  the  new  development,  as  well  as  provide 
Port  and  Citywide  services  and  facilities.  Other  economic  benefits  from  the  Project  will  include 
increased  economic  activity  in  the  City  and  the  creation  of  new  jobs,  summarized  in  Table  3a 
and  Table  3b.  Lease  revenues  to  the  Port  are  described  in  Section  C  of  this  chapter. 

Key  assumptions  and  calculations  of  fiscal  benefits  are  shown  in  Appendix  A;  economic  impact 
calculations  are  in  Appendix  B.  For  the  Waterfront  Site,  the  financial  estimates  are  derived  from 
the  baseline  development  scenario  proposed  by  Forest  City.  For  the  Illinois  Street  Parcel, 
financial  estimates  are  derived  from  a  development  scenario  consistent  with  analysis  by  Port  and 
City  staff,  advised  by  design  and  economic  consultants.  These  are  the  same  scenarios  studied  in 
the  financial  analyses  that  have  underpinned  the  Term  Sheet  negotiation  process. 

The  development  scenarios  for  both  the  Waterfront  Site  and  the  Illinois  Street  parcel  are 
described  in  the  Proposed  Development  subsection  above.  As  both  the  Waterfront  Site  and 
Illinois  Street  parcel  programs  are  expressed  as  floor  area  ranges  by  land  use,  exact  fiscal 
benefits  may  vary  depending  on  the  actual  development  program,  as  well  as  on  fiscal  and 
economic  conditions  during  the  time  the  Project  is  developed  and  occupied. 

a.  Fiscal  Benefits  to  the  City  and  the  Port 
Pier  70  Waterfront  Site 

New  tax  revenues  from  the  Pier  70  Waterfront  Site  and  Illinois  Street  Parcel  will  include  both 
ongoing  annual  revenues  and  one-time  revenues,  as  summarized  in  Table  1a  and  Table  2a, 
respectively.  The  revenues  represent  direct,  incremental  benefits.  These  tax  revenues  will  be 
available  to  help  fund  public  improvements  and  services  both  within  the  Project  and  Citywide. 
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Table  1A  Fiscal  Results  Summary  -  Ongoing  Annual  Revenues  (2013$) 
Pier  70  Waterfront  Site 


Item 


Total 


Annual  General  Revenue 

Property  Tax  in  Lieu  of  VLF 
Property  Transfer  Tax 
Sales  Tax 

Parking  Tax  (City  and  County  of  SF  20%  share) 
Gross  Receipts  Tax 


$1,735,000 
$2,423,000 
$604,000 
$489,000 
$10.096.000 
$15,347,000 


Subtotal 


Annual  Other  Dedicated  and  Restricted  Revenue 

Parking  Tax  (MTA  80%  share) 

Public  Safety  Sales  Tax 

SF  County  Transportation  Authority  Sales  Tax 


$1,954,000 
$302,000 
$302.000 

$2,558,000 


Subtotal 


Possessory  Interest  and  Property  Taxes  (1) 


$10,776,000 


Total,  General  plus  Other  Revenues 


$28,681,000 


*  Represent  direct  incremental  public  tax  revenues  attributable  to  Pier  70  Waterfront  Site. 
Numbers  have  been  rounded  to  the  nearest  thousand. 

(1)  Until  project  infrastructure  costs  are  fully  paid,  the  full  $0.65  per  possessory  interest  tax  dollar  generated  from  the 
site  will  be  utilized  to  fund  bond  debt  service  and  on  a  pay-go  basis  to  fund  infrastructure  costs  through  an  IFD 
approved  by  the  Board  of  Supervisors.  The  $0.65  represents  the  General  Fund  and  dedicated  funds  share;  total 
IFD  revenues  available  for  infrastructure  will  also  include  the  State's  share  that  currently  is  distributed  to  ERAF. 
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Table  2A  Fiscal  Results  Summary,  One-Time  Revenues  (2013$) 
Pier  70  Waterfront  Site 


Item 


Total 


Development  Impact  Fees  (1) 
Jobs  Housing  Linkage  -  §413 
Affordable  Housing--  §415  (1) 
Child  Care  (2) 


$50,607,000 
$0 


$2,423,000 
$28.074.000 


TIDF  -  §411.3 
Total:  Development  Impact  Fees  (3) 


$81,104,000 


Other  One-Time  Revenues 
Sales  Taxes  During  Construction 
Gross  Receipts  Tax  During  Construction 

Total:  Other  One-Time  Revenues 


$4,974,000 
$5.076.000 

$10,050,000 


Total  One-Time  Revenues 


$91,154,000 


*  Numbers  have  been  rounded  to  the  nearest  thousand. 

(1)  Impact  fee  rates  as  of  January,  2013.  Fee  estimates  per  San  Francisco  Planning  Dept. 
See  Table  A-3  for  details  of  fee  calculations. 

Concept  plans  anticipate  providing  inclusionary  rental  units. 

(2)  Childcare  fee  will  be  waived  if  child  care  facilities  are  constructed  on  site. 

(3)  The  Project  is  assumed  to  provide  in-kind  improvements  in  excess  of  Eastern  Neighborhoods  Dev.  Impact  Fees. 
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Table  IB  Fiscal  Results  Summary,  Ongoing  Annual  Revenues  (2013$) 
Illinois  Street  Parcel 


Item  Total 
Annual  General  Revenue 

Property  Tax  in  Lieu  of  VLF  $99,000 

Property  Transfer  Tax  $137,000 

Sales  Tax  $92,000 

Parking  Tax  (City  and  County  of  SF  20%  share)  $0 

Gross  Receipts  Tax  $4,000 

Subtotal  $332,000 

Annual  Other  Dedicated  and  Restricted  Revenue 

Parking  Tax  (MTA  80%  share)  $0 

Public  Safety  Sales  Tax  $46,000 

SF  County  Transportation  Authority  Sales  Tax  $46,000 

Subtotal  $92,000 

Property  Taxes  (1 )  $61 8,000 

Total,  General  plus  Other  Revenues  $1,042,000 

*  Represent  direct  incremental  public  tax  revenues  attributable  to  Illinois  Street  Parcel. 
Numbers  have  been  rounded  to  the  nearest  thousand. 

(1)  Until  project  infrastructure  costs  are  fully  paid,  the  full  $0.65  per  property  tax  dollar  generated  from  the  site  will  be 
utilized  to  fund  bond  debt  service  and  on  a  pay-go  basis  to  fund  infrastructure  costs  through  an  IFD  approved  by  the 
Board  of  Supervisors.  The  $0.65  represents  the  General  Fund  and  dedicated  funds  share;  total  IFD  revenues 
available  for  infrastructure  will  also  include  the  State's  share  that  currently  is  distributed  to  ERAF. 
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Table  2B  Fiscal  Results  Summary,  One-Time  Revenues  (2013$) 
Illinois  Street  Parcel 


Item 


Total 


Development  Impact  Fees  (1) 
Jobs  Housing  Linkage  -  §413 
Affordable  Housing-  §415  (1) 
Child  Care  (2) 


$164,000 
$10,124,000 
$0 

$102.000 


TIDF  -§411.3 
Total:  Development  Impact  Fees  (3) 


$10,390,000 


Other  One-Time  Revenues 
Sales  Taxes  During  Construction 
Gross  Receipts  Tax  During  Construction 

Total:  Other  One-Time  Revenues 


$285,000 
$268.000 

$553,000 


Total  One-Time  Revenues 


$10,943,000 


*  Numbers  have  been  rounded  to  the  nearest  thousand. 

(1)  Impact  fee  rates  as  of  January,  201 3.  Fee  estimates  per  San  Francisco  Planning  Dept. 
See  Table  A-3  for  details  of  fee  calculations. 

Concept  plans  assume  condos  and  no  inclusionary  units. 

(2)  Childcare  fee  only  apply  to  office  uses. 

(3)  The  Project  is  assumed  to  provide  in-kind  improvements  in  excess  of  Eastern  Neighborhoods  Dev.  Impact  Fees. 

New  tax  revenues  from  the  Project  will  include  both  ongoing  annual  revenues  and  one-time 
revenues,  as  summarized  in  the  prior  tables.  The  revenues  represent  direct,  incremental 
benefits  of  the  Project.  These  tax  revenues  will  be  available  to  help  fund  public  improvements 
and  services  both  within  the  Project  and  Citywide.  The  following  sections  describe  key 
assumptions  and  methodologies  employed  for  estimating  each  revenue. 

Possessory  Interest  and  Property  Taxes 

Possessory  interest  tax  or  property  tax  at  a  rate  of  1  percent  of  value  will  be  collected  from  the 
land  and  improvements  associated  with  the  Project.3  The  development  on  parcels  transferred  in 
fee  will  be  charged  property  taxes,  while  the  development  on  parcels  under  ground  lease  will  be 
charged  a  "possessory  interest  tax"  in  an  amount  equivalent  to  property  tax.  Parcels  on  the 
Waterfront  Site  may  be  sold  for  residential  condominium  development,  with  a  site-wide 
maximum  for  residential  condominium  units  to  be  set  in  the  final  Development  Agreement.  The 
Illinois  Street  Parcel  is  assumed  to  be  sold  for  purposes  of  condominium  development,  although 
it  may  be  leased  for  residential  rental  housing  or  commercial  depending  on  final  zoning. 


3  Ad  valorem  property  taxes  supporting  general  obligation  bond  debt  in  excess  of  this  1  percent 
amount  are  excluded  for  purposes  of  this  analysis.  Such  taxes  require  separate  voter  approval  and 
proceeds  are  payable  only  for  uses  approved  by  the  voters. 
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The  City  receives  up  to  $0.65  of  every  property  or  possessory  interest  tax  dollar  collected.  The 
Education  Revenue  Augmentation  Fund  (ERAF)  receives  $0.25  of  every  property  or  possessory 
interest  tax  dollar  collected,  although  the  State  of  California  has  authorized  the  capture  of  this 
tax  increment  for  purposes  of  furthering  state  interests  at  Pier  70,  pursuant  to  AB  1199 
(Assemblymember  Ammiano,  Chapter  664  of  the  statutes  of  2010).  The  remaining  $0.10  of 
every  property  or  possessory  interest  tax  dollar  collected  is  distributed  directly  to  other  local 
taxing  entities,  including  the  San  Francisco  Unified  School  District,  City  College  of  San  Francisco, 
the  Bay  Area  Rapid  Transit  District  and  the  San  Francisco  Bay  Area  Air  Quality  Management 
District.  The  General  Fund  distributes  $0.08  cents  from  its  $0.65  of  property  tax  revenue  to 
other  dedicated  City  purposes,  including  the  Children's  Fund,  Library  Fund,  and  Open  Space 
Fund.  Taxpayers  also  pay  various  "overrides",  including  taxes  for  Citywide  General  Obligation 
bonds,  special  taxes  and  assessments  that  exceed  the  constitutional  one  percent  property  tax. 
These  overrides  are  not  estimated  in  this  analysis. 

The  Waterfront  Site's  Term  Sheet  proposes  to  use  IFD  tax  increment  revenues,  including  the 
ERAF  share  of  tax  increment,  to  fund  predevelopment,  horizontal  development  (site  preparation, 
infrastructure,  and  site-wide  amenities),  and  the  development  of  a  shoreline  park  at  the  Pier  70 
Waterfront  Site.  The  Illinois  Street  Parcel  may  also  use  IFD  tax  increment  revenues  for  eligible 
infrastructure  and  public  benefits,  if  deemed  desirable  by  the  Port  and  City  at  the  time  of  the 
Parcel's  disposition. 

This  analysis  assumes  that  net  available  possessory  interest  tax  derived  from  the  Waterfront  Site 
and  possibly  also  the  Illinois  Street  Parcel  could  be  deployed  to  cover  these  costs,  as  required, 
rather  than  remaining  in  the  General  Fund  or  flowing  to  ERAF.  This  analysis  assumes  that 
possessory  interest  tax  available  to  the  IFD  will  only  include  net  available  increment  generated 
by  the  Project  itself.  The  infrastructure  financing  plan  that  will  be  adopted  along  with  the 
approval  of  the  IFD  project  area  will  direct  where  excess  IFD  increment  will  flow  once  all  eligible 
costs  have  been  funded.  For  purposes  of  this  analysis,  excess  IFD  taxes  are  assumed  to  flow  to 
the  City's  General  Fund.  However,  according  to  the  Port  IFD  policy  passed  by  the  Board  of 
Supervisors  on  April  23,  2013,  excess  IFD  taxes  may  go  either  to  the  General  Fund  or  the  City's 
seawall,  subject  to  the  discretion  of  the  Board  and  the  Mayor. 

For  the  Waterfront  Site  and  the  Illinois  Street  Parcel,  land  (and  the  possessory  interest  in  the 
land),  buildings,  and  other  improvements  will  be  assessed  and  taxed.  In  the  event  of  the  sale  of 
a  parcel,  the  land  will  be  assessed  at  the  new  transaction  price;  following  development  of 
buildings  (and  their  sale,  if  applicable)  the  property  will  be  re-assessed.  In  the  case  of  a  long- 
term  ground  lease,  it  is  likely  that  the  land  will  be  assessed  at  the  "present  value"  of  the  iease, 
which  will  reflect  the  value  of  the  land  if  sold  subject  to  the  conditions  of  the  lease.  The  assessed 
values  will  be  determined  by  the  City  Assessor;  the  estimates  shown  in  this  analysis  are 
preliminary  and  subject  to  revision.  For  purposes  of  this  analysis,  the  secured  assessed  values  of 
the  Project  are  estimated  based  on  development  costs;  values  may  vary  depending  on  actual 
rents  and  occupancy  levels. 

The  assessed  value  is  assumed  to  grow  at  a  2  percent  annual  rate  (or  at  CPI,  whichever  is  less) 
as  permitted  by  State  law,  unless  a  transaction  occurs  which  would  reset  the  assessed  value  to 
the  transaction  price,  or  unless  depreciation  or  adverse  economic  conditions  negatively  affect 
assessed  value.  The  analysis  assumes  that  the  overall  growth  in  value  will  keep  pace  with 
inflation.  The  Waterfront  Site's  Term  Sheet  includes  mechanisms,  for  example  special  taxes,  to 
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assure  that  infrastructure  can  be  adequately  funded  even  if  IFD  property  taxes  decline  (e.g.,  due 
to  an  assessment  appeal). 

It  is  likely  that  taxes  will  also  accrue  during  construction,  depending  on  the  timing  and  method  of 
assessment  and  tax  levy. 

Property  Tax  In-Lieu  of  Vehicle  License  Fees 

The  State  budget  currently  converts  a  significant  portion  of  what  used  to  be  Motor  Vehicle 
License  Fee  (VLF)  subventions,  previously  distributed  by  the  State  based  using  a  per-capita 
formula,  into  property  tax  distributions.  These  distributions  increase  over  time  based  on 
assessed  value  growth  within  each  jurisdiction.  These  revenues  to  the  City  are  projected  to 
increase  proportionately  to  an  increase  in  the  assessed  value  added  by  new  development. 

Sales  Taxes 

The  City  General  Fund  receives  1  percent  of  taxable  sales.  Sales  taxes  will  be  generated  from 
several  Project-related  sources: 

•  Sales  at  new  retail  and  restaurant  uses 

•  Taxable  sales  by  businesses  located  in  the  Innovation/"Maker"  space 

•  Taxable  expenditures  by  new  residents  and  commercial  tenants  at  the  Project 

In  addition  to  the  1  percent  sales  tax  received  by  every  city  and  county  in  California,  voter- 
approved  local  taxes  dedicated  to  transportation  purposes  are  collected.  Two  special  districts, 
the  San  Francisco  County  Transportation  Authority  and  the  San  Francisco  Public  Financing 
Authority  (related  to  San  Francisco  Unified  School  District)  also  receive  a  portion  of  sales  taxes 
(0.50  and  0.25  percent,  respectively)  in  addition  to  the  1  percent  local  portion.  The  City  also 
receives  revenues  from  the  State  based  on  sales  tax  for  the  purpose  of  funding  public  safety- 
related  expenditures. 

Sales  Taxes  from  Construction 

During  the  construction  phases  of  the  Project,  one-time  revenues  will  be  generated  by  sales 
taxes  on  construction  materials  and  fixtures.  Sales  tax  will  be  allocated  directly  to  the  City  and 
County  of  San  Francisco  in  the  same  manner  as  described  in  the  prior  paragraph. 

Transient  Occupancy  Tax  (TOT) 

Hotel  Room  Tax  (also  known  as  Transient  Occupancy  Tax  or  TOT)  will  be  generated  when  hotel 
occupancies  are  enhanced  by  the  commercial  and  residential  uses  envisioned  for  the  Project. 
The  City  currently  collects  a  14  percent  tax  on  room  charges.  However,  given  that  no  hotel 
component  is  envisioned  for  the  Project  (out-of-town  visitors  to  the  site  will  likely  stay  at  hotels 
elsewhere  in  the  City),  the  impact  will  not  be  direct  and  is  excluded  from  this  analysis. 

Parking  Tax 

The  City  collects  tax  on  parking  charges  at  garages  and  lots  open  to  the  public  or  dedicated  to 
commercial  users.  The  tax  is  25  percent  of  the  pre-tax  parking  charge.  The  SFMTA  retains  80 
percent  of  the  parking  tax  revenue;  the  other  20  percent  is  available  to  the  General  Fund  for 
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allocation  to  special  programs  or  purposes.  This  analysis  assumes  that  all  new  parking  spaces 
envisioned  for  the  Project  will  generate  parking  tax,  if  eligible.  This  analysis  does  not  include  any 
off-site  parking  tax  revenues  that  may  be  generated  by  visitors  to  the  Project  that  park  off-site. 

Property  Transfer  Tax 

The  City  collects  a  property  transfer  tax  of  $6.80  per  $1,000  of  transferred  value  on  transactions 
up  to  $1  million,  $7.50  per  $1,000  on  transactions  up  to  $5  million,  $20.00  per  $1,000  on 
transactions  from  $5  million  to  $10  million,  and  $25.00  per  $1,000  on  transactions  above 
$10  million. 

Given  that  most  of  the  Pier  70  Waterfront  Site's  residential  units  are  expected  to  be  rental 
apartments  and  its  commercial  program  will  be  leased,  the  turnover  within  the  Project  will  be 
infrequent  and  limited  to  entire  buildings.  Although  it  is  possible  that  several  residential  parcels 
could  be  sold  to  vertical  developers  outright  and  become  condominiums,  the  fiscal  analysis 
makes  the  conservative  assumption  that  all  residential  units  will  be  rental.  The  fiscal  analysis 
therefore  assumes  that  all  property  sells  once  every  ten  to  twenty  years,  or  an  average  of  about 
once  every  15  years.  For  estimating  purposes,  it  is  assumed  that  sales  are  spread  evenly  over 
every  year,  although  it  is  more  likely  that  sales  will  be  sporadic.  An  average  tax  rate  has  been 
applied  to  the  average  sales  transactions  to  estimate  the  potential  annual  transfer  tax  to  the 
City.  Actual  amounts  will  vary  depending  on  economic  factors  and  the  applicability  of  the  tax  to 
specific  transactions. 

The  residential  units  on  the  Illinois  Street  Parcel  are  assumed  to  be  condos,  which  can  turn  over 
independently  of  one  another  at  a  rate  more  frequent  than  rental  buildings,  generating  more 
transfer  tax  revenue  than  rental  buildings.  This  analysis  conservatively  assumes  that  the  average 
condominium  will  be  sold  to  a  new  owner  every  10  years. 

Gross  Receipts  Tax 

Estimated  gross  receipts  tax  revenues  are  generated  from  on-site  businesses  and  rental  income. 
This  analysis  does  not  estimate  the  "phase  in"  of  this  tax  during  the  2014  to  2017  period  and 
assumes  gross  receipts  taxes  will  be  substantial  enough  to  replace  the  existing  payroll  tax. 
Actual  revenues  from  future  gross  receipt  taxes  will  depend  on  a  range  of  variables,  including 
business  sizes,  share  of  activity  within  San  Francisco,  and  other  factors.  It  is  likely  that  the 
majority  of  businesses  in  the  "Innovation/Maker"  space  will  be  small  businesses  and  therefore 
exempt  from  the  gross  receipts  tax. 

Proposition  D  was  passed  by  San  Francisco  voters  in  2008  to  assist  with  development  of  Pier  70 
(codified  primarily  at  sections  B7.310-B7.320).  The  November  2008  Voter  Pamphlet  provides 
the  following  description  of  Proposition  D: 

Proposition  D  is  a  Charter  Amendment  that  would  provide  City  funds  to  develop 
Pier  70  if  the  Board  approves  a  financial  and  land  use  plan  for  Pier  70  (Pier  70 
Plan). 

The  Pier  70  Plan  would  determine  the  geographic  boundaries  for  development, 
improvements,  and  financing.  At  the  time  the  plan  is  submitted,  the  City  would 
calculate  the  amount  of  payroll  tax  revenues  collected  from  the  Pier  70  Plan  area 
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and  estimate  the  new  hotel  and  payroll  tax  revenues  the  City  would  collect  over 
the  next  20  years  if  the  proposed  development  occurs.  If  the  Board  approves  the 
Pier  70  Plan,  the  City  would  provide  funds  for  historic  preservation  and  the 
development  of  infrastructure  such  as  parks  and  utilities  in  an  amount  up  to  75% 
of  projected  new  Pier  70  hotel  and  payroll  tax  revenues.4 

The  Board's  approval  of  the  Pier  70  Plan  would  also  authorize  long-term  Port 
leases  in  the  area  without  any  further  Board  approval. 

The  Mayor  may  also  submit  to  the  Board  agreements  to  facilitate  the  transfer  of 
funds  between  City  agencies  and  the  Port.  If  the  Board  approves  such 
agreements,  the  City  would  be  required  to  provide  the  necessary  funding. 

The  Port  and  Forest  City  do  not  intend  to  utilize  the  financing  provisions  of  Proposition  D  to  fund 
improvements  to  the  Waterfront  Site  or  to  the  Illinois  Street  Parcel.  During  the  project 
entitlement  phase,  the  Port  intends  to  continue  examining  the  potential  role  of  Proposition  D  in 
funding  other  improvements  to  Pier  70  or  to  provide  increased  transit  to  Pier  70. 

Transfer  Fees  to  the  Port 

The  Term  Sheet  provides  that  the  Port  may  collect  transfer  fees  upon  certain  refinancings, 
ground  lease  transfers,  and  property  sales.5  These  fees  are  separate  and  distinct  from  the 
current  transfer  taxes  collected  by  the  City.  Depending  on  the  magnitude  of  the  fees  relative  to 
sales  prices,  there  may  be  a  minimal  adverse  impact  on  sales  prices,  assessed  values,  and 
property  tax  revenues.  This  analysis  does  not  include  any  property  transfer  fees  due  to  the 
uncertainty  regarding  timing  and  nature  of  refinancings.  However,  when  sales  and  refinancings 
of  residential  rental  and  commercial  buildings  within  the  Project  occur,  the  City,  under  the 
auspices  of  the  Port,  will  receive  property  transfer  fees  from  these  transactions. 

One-Time  Revenues 

The  City  will  collect  a  number  of  revenues  that  are  not  recurring,  including  Development  Impact 
Fees  (see  below)  and  sales  taxes  from  the  sale  of  construction  materials. 

Development  Impact  Fees 

The  Project  will  generate  a  number  applicable  City  impact  fees  which  include: 

•    Jobs  Housing  Linkage  (Planning  Code  Sec.  413)  -  A  fee  per  each  new  square  foot  of 
commercial  development,  excluding  square  footage  within  Buildings  12  and  21  and 
Parcels  El-A  and  El-B,  which  will  provide  benefits  through  historic  preservation,  cultural,  and 
place-making  functions  but  are  not  expected  to  generate  profits. 


4  Under  Proposition  E,  passed  by  San  Francisco  voters  on  November  6,  2012,  the  City  payroll  tax  will  be  phased  out 
and  replaced  by  a  gross  receipts  tax  that  will  be  phased  in  over  a  5-year  period  beginning  in  2014. 

5  Term  Sheet 
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•  Affordable  Housing  (Planning  Code  Sec.  415)  -  New  rental  housing  built  for  the  Waterfront 
Site  will  meet  City  inclusionary  housing  requirements  under  Planning  Code  §§  415.1-415.11 
for  on-site  inclusionary  housing  by  providing  15  percent  of  the  units  at  55  percent  of  area 
median  income  as  determined  by  the  U.S.  Department  of  Housing  and  Urban  Development 
for  the  San  Francisco  area  ("AMI").  The  Port  and  Master  Developer  will  explore  the  feasibility 
of  producing  80/20  tax  credit  projects  at  the  Waterfront  Site,  in  which  individual  residential 
rental  buildings  would  include  20  percent  inclusionary  housing.  The  Illinois  Street  Parcel  is 
assumed  to  be  developed  with  condos  that  meet  affordable  housing  requirements  through 
the  fee  option. 

•  Child  Care  (Planning  Code  Sec.  414)  -  A  fee  per  square  foot  will  be  paid  by  the  commercial 
uses,  applicable  to  the  extent  that  childcare  facilities  are  not  provided  on-site  and  excluding 
square  footage  within  Buildings  12  and  21  and  Parcels  El-A  and  El-B. 

•  Transit  Impact  Development  Fee  (Planning  Code  Sec.  411.3)  -  A  fee  per  square  foot  paid  by 
all  commercial  uses,  also  expected  to  exclude  square  footage  within  Buildings  12  and  21  and 
Parcels  El-A  and  El-B. 

In  addition  to  the  impact  fees  charged  by  the  City,  there  are  a  range  of  other  utility  connection 
and  capacity  charges  that  will  be  collected  based  on  utility  consumption  and  other  factors. 

With  regard  to  the  Eastern  Neighborhoods  Development  Impact  Fee,  development  projects  at 
Pier  70  are  expected  to  deliver  in-kind  improvements  in  excess  of  the  attributable  Eastern 
Neighborhoods  Development  Impact  Fees  due  to  the  value  of  new  infrastructure  and  public 
facilities  at  the  Waterfront  Site  (estimated  at  $155  million),  as  well  as  other  public  benefits 
outside  the  Project,  including  Crane  Cove  Park. 

b.  Economic  Benefits  to  the  City 

The  construction  of  the  Project  on  the  Pier  70  Waterfront  Site  and  Illinois  Street  Parcel  and  future 
economic  activity  of  businesses  and  households  that  will  occupy  the  Project  will  create  short- 
term  construction  spending  and  jobs,  as  well  as  longer-term,  permanent  jobs  and  economic 
activity  in  San  Francisco.  The  economic  analysis  provides  estimates  of  these  benefits,  including 
the  "multiplier"  effects  from  expenditures  by  new  businesses  and  households  that  in  turn 
generate  more  business  to  suppliers  and  other  industries  supporting  the  new  businesses  at  the 
Project. 

The  estimates  are  based  on  current  proposals  and  plans  that  will  be  refined  during  the  planning 
process  and  environmental  review.  The  current  analysis  is  intended  to  provide  a  general  "order 
of  magnitude"  of  benefits,  and  to  provide  a  description  of  the  types  of  benefits.  A  detailed  market 
analysis  has  not  been  prepared  as  a  part  of  this  report;  however,  the  assumptions  and 
methodologies  are  believed  sufficient  for  a  planning-level  analysis.  Assumptions  and  calculations 
are  further  documented  in  Appendix  B. 

The  potential  economic  benefits  of  the  Pier  70  Waterfront  Site  are  summarized  in  Table  3A. 
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Table  3A  Estimated  Annual  Economic  Impacts  (2013$) 
Pier  70  Waterfront  Site 


Impact  Category  Total 


Pier  70  Waterfront  Site 

Ongoing  Project  Employment1  Annual  Average 

Direct  10,540 

Indirect  2,230 

Induced  5,250 

Total  Employment  18,020 

Annual  Total  Economic  Output  $3,570,007,000 

One-Time  Construction-Related  Employment  Job- Years 

Direct  9,230 

Indirect  1,980 

Induced  3,110 

Total  Employment  14,320 

Total  Economic  Output  During  Construction  $2,797,136,000 


(1)  Reflects  full-time  equivalents. 

Source:  IMPLAN  2010;  and  Economic  &  Planning  Systems. 
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The  potential  economic  benefits  of  the  Illinois  Street  Parcel  are  summarized  in  Table  3B. 

Table  3B  Estimated  Annual  Economic  Impacts  (2013$) 
Illinois  Street  Parcel 


Impact  Category  Total 


Illinois  Street  Parcel 

Ongoing  Project  Employment1  Annual  Average 

Direct  41 

Indirect  4 

Induced  6 

Total  Employment  51 

Annual  Total  Economic  Output  $7,026,452 

One-Time  Construction-Related  Employment  Job- Years 

Direct  440 

Indirect  125 

Induced  157 

Total  Employment  722 

Total  Economic  Output  During  Construction  $147,284,425 


(1 )  Reflects  full-time  equivalents. 

Source:  IMPLAN  2010;  and  Economic  &  Planning  Systems. 
Short-Term  (One-Time)  Construction  Impacts 

Construction  expenditures  for  site  development  and  vertical  construction  will  create  a  range  of 
economic  benefits  to  the  City.  In  addition  to  generating  "direct"  construction  activity  and  jobs  on 
site,  the  construction  expenditures  will  also  generate  new  business  and  jobs  "indirectly"  for  San 
Francisco  firms  serving  the  construction  industry.  Expenditures  in  San  Francisco  by  the 
households  of  employees  of  companies  benefiting  from  these  direct  and  indirect  expenditures  will 
create  additional  "induced"  benefits  to  the  City. 

Pier  70  Waterfront  Site 

Construction  expenditures  of  $1.8  billion  over  a  13-year  period  will  generate  approximately 
9,200  direct  job-years6.  The  indirect  and  induced  effects  will  create  another  5,100  job-years. 


6  A  "job-year"  is  one  full-time  equivalent  construction  job  for  a  period  of  one  year. 
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Illinois  Street  Parcel 

Construction  expenditures  of  $95  million  over  a  3-year  period  will  generate  approximately  440 
direct  job-years.  The  indirect  and  induced  effects  will  create  another  300  job-years. 

Long-Term  (Ongoing)  Annual  Economic  Impacts 
Pier  70  Waterfront  Site 

The  Pier  70  Waterfront  Site's  long-term  impacts  will  be  generated  by  the  ongoing  operations  of 
the  anticipated  mix  of  businesses  and  activities  that  will  occupy  the  Waterfront  Site  at  buildout, 
including  offices,  retail  stores  and  services,  innovation-focused  activities  and  other  cultural  uses. 

Office  uses  are  projected  to  occupy  the  largest  share  of  commercial  space  at  the  Waterfront  Site 
(approximately  2.25  million  square  feet)  and,  accordingly,  are  estimated  to  generate  the 
greatest  ongoing  economic  impacts.  The  office  space  is  designed  to  attract  firms  with  an 
innovation  focus.  While  the  precise  mix  of  companies  cannot  be  predicted  at  this  time,  for 
evaluation  purposes  this  analysis  assumes  a  mix  of  office-based  businesses  consistent  with 
employment  projections  for  the  region  between  2010  and  2020. 7  Professional  and  business 
services  are  assumed  to  account  for  about  85  percent  of  office-based  employment,  with 
information  technology  (IT)  and  related  services  accounting  for  about  one-half  of  that  85 
percent.  The  remaining  15  percent  is  assumed  to  comprise  a  mix  of  finance,  insurance,  and  real 
estate  services,  and  medical  offices.  The  mix  of  office  types  used  for  this  analysis  is  a  projected 
estimate  that  is  representative  of  the  overall  Bay  Area  market;  the  final  mix  may  vary  depending 
on  market  conditions  during  each  Phase. 

Traditional  retail  uses  are  planned  to  occupy  about  136,000  square  feet  at  the  Waterfront  Site. 
This  analysis  assumes  a  mix  of  retail/neighborhood  service  businesses  consistent  with 
employment  projections  for  the  region  between  2010  and  2020. 8  Food  services  and  drinking 
places  including  restaurants,  coffee  shops,  and  bars  are  assumed  to  comprise  almost  60  percent 
of  retail  type  businesses,  followed  by  retail  stores  (30  percent),  with  the  remaining  10  percent 
made  up  of  a  mix  of  neighborhood  financial  services  and  variety  of  personal  services. 

Small-scale  local  production,  and  cultural  uses  ("Innovation,  Retail,  and  Arts"  uses),  are 
proposed  to  occupy  136,000  square  feet.  These  uses  can  include  a  range  of  activities,  such  as 
incubator/accelerator  organizations  and  shared  workspace  environments;  shared  technical 
workspaces  and  local  production  (e.g.,  crafts,  electronics,  apparel,  food  and  beverage  products); 
artist  workspace,  galleries,  and  performance  venues;  and  food  stalls  and  kiosks.  These  uses  are 
intended  to  create  a  highly  collaborative  and  creative  environment  to  encourage  innovation  and 
business  growth,  which  in  turn  will  help  to  activate  the  Pier  70  Waterfront  Site  and  encourage 
increased  residential  and  office  occupancies  and  rents.  While  the  planned  innovation  and 
production  uses  are  anticipated  to  be  densely  occupied  during  certain  periods  of  time,  the  total 


7  Projections  published  by  the  Labor  Market  Information  Division  of  the  California  Employment 
Development  Department  for  the  San  Francisco-San  Mateo-Redwood  City  Metropolitan  Division, 
October  2012. 

8  Ibid. 
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estimated  utilization  also  reflects  the  likely  mix  of  part-time  and  avocational  users  of  shared 
facilities,  as  well  as  use  by  independent  professionals,  businesses  located  elsewhere  requiring 
special  facilities,  and  home-based  businesses.  Many  of  the  businesses  utilizing  the  incubator 
space  will  support  employees,  however  it  is  possible  that  a  majority  will  be  early-stage  startups 
not  yet  generating  sales  and  economic  output  beyond  salaries  funded  by  equity  investors. 

Illinois  Street  Parcel 

The  Illinois  Street  Parcel  will  accommodate  new  residents  who  will  help  to  support  commercial 
activity  on  site,  on  the  Pier  70  Waterfront  Site,  and  Citywide.  Additional  jobs  will  be  created  by 
services  specific  to  the  new  214  residential  units.  In  addition,  7,700  square  feet  of  retail, 
assumed  to  include  a  mix  of  commercial  services  similar  to  the  traditional  retail  proposed  for  the 
Waterfront  Site,  will  generate  new,  ongoing  jobs. 

Other  Economic  Factors 
New  Households 

Development  of  residential  units  at  the  Pier  70  Waterfront  Site  and  Illinois  Street  Parcel  will 
generate  a  small  number  of  new  jobs  directly  serving  the  residential  buildings  and  occupants,  for 
example  building  maintenance,  janitorial  and  repair  services,  waste  collection,  domestic  services, 
and  child  care.  Expenditures  by  the  residents  of  the  new  units  are  not  included  in  the  economic 
impact  numbers  because  the  analysis  projects  economic  activity  generated  by  the  Project  due  to 
onsite  jobs,  and  the  indirect  and  induced  expenditures  associated  with  those  onsite  jobs. 
However,  the  addition  of  a  significant  supply  of  residential  units  will  help  to  ensure  that  induced 
expenditures  are  captured  in  San  Francisco,  and  that  expenditures  by  residents  re-locating  from 
other  communities  are  also  spent  in  the  City.  These  effects  will  be  a  substantial  benefit  to  San 
Francisco  business  revenues. 

Total  Output 

"Direct"  output  refers  to  the  total  income  from  all  sources  to  the  businesses  located  at  the 
Project;  these  sources  of  income  in  turn  are  spent  by  the  businesses  on  supplies,  labor,  and 
profit  required  to  produce  the  goods  and  services  provided  by  the  businesses.  In  addition, 
Project  businesses  will  spend  money  on  goods,  supplies,  and  services  in  San  Francisco,  which  will 
generate  additional  "indirect"  economic  activity  and  support  additional  jobs  at  those  suppliers. 
The  San  Francisco  households  holding  those  direct  and  indirect  jobs  will  spend  a  portion  of  their 
income  in  the  City,  which  is  an  additional  source  of  "induced"  output.  Total  output  is  the  sum  of 
direct,  indirect,  and  induced  business  income  in  the  City  as  a  result  of  the  Project. 

Employment 

New  permanent  full  and  part-time  jobs  will  be  created  by  the  Project.  The  number  of  jobs  to  San 
Francisco  residents  will  depend  on  the  ability  of  local  residents  to  compete  for  Project 
employment  opportunities  and  implementation  of  local  hire  policies. 

"Innovation"  jobs  are  based  on  a  potential  mix  of  businesses  and  uses,  including  shared  office 
environments,  shared  manufacturing  work  environments,  arts  and  culture,  and  food-related 
uses.  The  number  of  jobs  potentially  generated  by  the  shared  uses  is  based  on  a  percentage  of 
the  total  potential  patronage,  ranging  from  10  percent  to  50  percent.  The  users  sharing  the 
work,  manufacturing  and  arts/culture  spaces  are  assumed  to  include  a  percentage  of  users  who 
are  either  hobbyists  or  self-employed  persons  who  would  otherwise  be  working  at  home  or  in 
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other  public  spaces;  therefore,  these  users  are  not  treated  as  a  net  increase  in  San  Francisco 
jobs. 

c.  Direct  Financial  Benefits  to  the  Port 

The  following  sections  provide  a  summary  of  key  financial  terms  from  the  Waterfront  Site's  Term 
Sheet,  as  well  as  a  summary  of  the  anticipated  land  disposition  structure  for  the  Illinois  Street 
Parcel.  They  are  not,  however,  meant  to  be  comprehensive  descriptions  of  deal  structures.  For 
the  Waterfront  Site,  they  should  be  reviewed  in  the  Term  Sheet  and  its  associated  exhibits  and 
materials. 

Waterfront  Site 

The  transfer  of  Waterfront  Site  parcels  for  vertical  development  will  occur  through  99-year  leases 
and  a  limited  number  of  outright  land  sales  for  condominium  development,  which  are  allowable 
because  the  land  will  be  removed  from  the  Public  Trust  through  "Trust  Swaps"  that  add  the  Trust 
to  other  Port  Pier  70  land  in  exchange.  The  Port  will  receive  various  revenues  over  the  99-year 
lease  period  and  in  conjunction  with  any  land  sales;  the  estimates  below  provide  the  net  present 
value  (NPV)  of  revenues  that  are  projected  to  be  generated  to  the  Port,  based  on  current 
financial  projections  based  on  the  program  assumptions  described  in  the  Introduction  to  this 
report. 

•  Profit  participation  in  land  value,  calculated  as  55  percent  of  all  horizontal  cash  flow  after 
Forest  City  achieves  an  18  percent  return  on  its  predevelopment  and  infrastructure 
investments,  estimated  at  $67  million  (NPV); 

•  participation  in  modified  gross  rent  from  buildings,  starting  at  1.5  percent  30  years  after 
construction  and  increasing  to  2.5  percent  60  years  after  construction,  estimated  at  $22 
million  (NPV); 

•  1.5  percent  of  all  net  proceeds  from  sale  or  refinancing  of  properties,  along  with 
transfer  fees  when  any  on-site  condominiums  are  sold,  collectively  estimated  at  $6  million 
(NPV); 

•  a  share  of  parking  revenues  estimated  at  $39  million  (NPV); 

•  a  share  of  IFD  revenues,  designated  for  capital  improvements  on  other  portions  of  Pier  70, 
estimated  at  $18  million  (NPV). 

Additional  revenues  will  accrue  from  interim  rent  revenue  and  any  additional  revenues  not 
otherwise  required  for  Pier  70  improvements  that  could  become  available  under  the  proposed 
City  IFD  policy  for  the  Port. 

Illinois  Street  Parcel 

The  revenues  to  the  Port  from  the  lease  or  sale  of  the  Illinois  Street  Parcel  (subject  to  Port 
Commission  and  Board  approval),  which  is  expected  to  occur  in  the  near  term,  are  expected 
repay  Forest  City  for  its  expenditures  during  the  entitlement  process,  with  a  market  return.  This 
early  repayment  will  benefit  the  Port  in  the  long  term  by  limiting  the  amount  of  return  that  can 
accrue  to  Forest  City  on  its  entitlement  costs.  The  Port  revenues  from  the  Waterfront  Site  ' 
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project,  as  listed  above,  would  be  substantially  lower  if  this  early  repayment  mechanism  did  not 
exist. 

Operating  Expenses 

At  the  Waterfront  Site,  certain  operational  and  maintenance  expenses  will  be  the  responsibility  of 
the  Master  Developer,  vertical  developers,  and  any  subsequent  property  holders,  including  (i)  the 
maintenance  of  all  built  facilities  on  development  parcels,  (ii)  related  landscaping,  public  parks, 
and  other  publicly  accessible  open  spaces,  and  (iii)  street  sweeping  and  routine  maintenance  of 
public  rights  of  way.  These  responsibilities  are  intended  to  be  addressed  through  the  creation  of 
a  CFD  on  the  Pier  70  Waterfront  Site  for  maintenance.  This  maintenance  CFD  would  be  additive 
to  CFD  special  taxes  for  infrastructure  funding.  Special  taxes  levied  against  each  taxable 
development  parcel  would  provide  pay-as-you-go  funds  for  operating  and  maintenance  costs  of 
public  access  and  open  space  areas. 

IFD  funds  may  be  used  for  major  street  resurfacing  and  rehabilitation.  Other  operational 
responsibilities  for  sewers,  electrical  infrastructure,  and  water  lines  will  be  the  responsibility  of 
the  applicable  utility  operator.  Chapter  3  describes  public  services  provided  by  the  City  and  the 
Port. 

No  significant  operating  expenses  are  anticipated  for  the  Illinois  Street  Parcel,  which  is  already 
served  by  City  infrastructure.  However,  the  Illinois  Street  Parcel  is  not  precluded  from  forming  a 
maintenance  CFD  or  contributing  to  the  funding  of  maintenance  elsewhere  on  Pier  70  through  a 
district  or  other  mechanism. 

Capital  Investment 

The  Master  Developer  will  fund,  with  risk  capital,  the  Waterfront  Site's  entitlement  and  planning 
costs,  as  well  as  the  hard  and  soft  costs  of  site  preparation,  infrastructure,  parks,  and  other 
public  facilities  which  are  not  otherwise  funded  directly  through  CFD  or  IFD  revenues.  These 
investments  are  projected  to  equal  up  to  $20  million  for  entitlement  and  planning  costs  and  up 
to  $155  million  for  infrastructure  and  public  facilities  for  the  Pier  70  Waterfront  Site.9  Public 
infrastructure  and  facilities  costs  will  be  eligible  for  reimbursement  from  IFD  bond  proceeds  and 
tax  increment  revenues,  CFD  bond  proceeds  and  CFD  special  tax  revenues. 

All  new  commercial  office  and  residential  buildings  will  be  funded  solely  through  private  sources 
of  investment.  Certain  vertical  improvements,  such  as  the  rehabilitation  of  historic  structures 
and  district  parking  structures  will  be  eligible  for  reimbursement  from  project-generated  public 
financing  sources.  The  cultural  and  place-making  uses  on  parcels  El-A  and  El-B  may  also 
include  costs  that  are  eligible  for  reimbursement  from  project-generated  public  financing 
sources.  Other  public  financing  mechanisms  may  be  explored  including  various  revenue  bonds 
specific  to  particular  types  of  infrastructure  and  use  programs.10 


9  Term  Sheet. 

10  Term  Sheet 
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Development  of  the  Illinois  Street  Parcel,  which  is  estimated  to  cost  $95  million,  is  expected  to 
be  entirely  funded  by  the  developers  of  those  parcels,  with  the  possible  exception  of 
infrastructure  or  public  facilities  obligations  that  could  potentially  utilize  the  CFD  and  IFD  public 
financing  mechanisms  as  the  Waterfront  Site's  infrastructure. 

d.  Direct  Benefits  to  the  City  -  Creation  and 
Maintenance  of  New  Public  Access  Facilities 

The  Pier  70  Waterfront  Site  will  provide  a  range  of  public  parks,  public  access,  and  open  space, 
including: 

•  Approximately  7  acres  of  public  parks,  including  a  4.5  acre  Waterfront  Park  and  useable  open 
space  on  the  roofs  of  the  district  parking  structures 

•  A  network  of  landscaped  pedestrian  connections 

•  Multiple  classes  of  bicycle  networks,  from  commuting  lanes  to  recreational  pathways, 
throughout  the  Project  site 

As  previously  noted,  maintenance  of  these  facilities  will  be  funded  by  a  CFD.  Maintenance 
special  taxes  levied  against  each  taxable  development  parcel,  separate  from  special  taxes  levied 
to  pay  for  infrastructure,  will  provide  pay-as-you-go  funds  for  operating  and  maintenance  costs 
of  public  access  and  open  space  areas. 

The  Illinois  Street  Parcel  may  also  provide  pedestrian  and  bicycle  connections  and  a  possible 
plaza  but  is  not  expected  to  include  substantial  parks  or  open  spaces.  Instead,  it  will  be  served 
by  the  adjacent  Waterfront  Site  park  system  and  Crane  Cove  Park,  a  9-acre  public  park  currently 
under  development  one  block  to  the  north.  The  Illinois  Street  parcel's  developer(s)  may  be 
required  to  contribute  to  these  public  facilities  and  other  new  area-wide  infrastructure  which 
benefit  the  Illinois  Street  Parcel. 

e.  Other  Public  Benefits 

Development  of  the  Project  represents  an  opportunity  to  complete  an  important  component  of 
the  revitalization  of  the  San  Francisco  waterfront,  bringing  a  vital  mix  of  uses  that  will  support 
business,  residential,  retail,  and  recreational  activities  to  an  area  now  characterized  by  vacant 
and  underutilized  land  and  intermittent  buildings.  The  Project  will  result  in  the  rehabilitation  of 
historic  buildings,  to  be  maintained  by  the  building  owners/tenants.    The  redevelopment  of  the 
Project  will  generate  benefits  for  the  City  and  community  in  the  form  of  urban  revitalization, 
employment  and  living  opportunities,  preservation  of  historic  maritime  facilities  and  structures, 
improved  public  waterfront  access,  delivery  of  affordable  housing,  improvements  to  Port  property 
including  sea  level  rise  protections,  new  outdoor  recreation  opportunities,  and  City-wide  fiscal 
and  economic  benefits  as  described  in  other  sections  of  this  report. 
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1 .    Costs  of  Construction  for  the  Project 


Development  Costs  for  the  Pier  70  Waterfront  Site 
Entitlement  and  Planning 

The  costs  for  entitlements  and  Project  planning  are  estimated  to  total  approximately  $20 
million.11 

Project  Infrastructure 

The  site  will  require  substantial  new  infrastructure.  These  improvements  include  but  are  not 
limited  to  investment  in  streets,  sewer  and  water  systems,  drainage  systems,  electrical  and  data 
utilities,  shoreline  stabilization  improvements  including  those  needed  to  address  projected  sea 
level  rise,  parks,  and  landscaping.  These  costs  are  estimated  to  total  approximately  $155  million 
in  2013  dollars.12  In  addition,  construction  of  structured  parking  will  be  needed  to  serve  Project- 
related  demand. 

Building  Construction  and  Other  Improvements 

The  total  cost  for  private  vertical  improvements,  including  new  commercial  and  residential 
construction,  historic  rehabilitation,  and  the  creation  of  cultural  and  creative  spaces  are 
anticipated  to  total  $1.65  billion.13  These  costs  will  be  privately  funded  through  a  combination  of 
private  investment  sources,  as  well  as  project-generated  taxable  or  tax-exempt  financing  for 
eligible  costs.  They  may  be  delivered  by  the  Master  Developer,  which  has  the  option  to  serve  as 
vertical  developer  for  any  and  all  parcels,  or  by  third  party  vertical  developers  for  parcels  where 
the  Master  Developer  chooses  not  to  exercise  its  option. 

Development  Costs  for  the  Illinois  Street  Parcel 

Vertical  development  of  the  Illinois  Street  Parcel  is  estimated  to  total  approximately  $95  million 
including  onsite  infrastructure  and  improvements.  These  costs  will  be  privately  funded  through 
private  investment  sources. 


Project  pro  forma. 
Project  pro  forma. 
Project  pro  forma. 
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2.    Available  Funding  for  the  Project 


Pier  70  Waterfront  Site 

a.  Predevelopment 

The  Master  Developer  will  privately  finance  the  predevelopment  costs  with  risk  capital. 
Reimbursement  for  these  costs  is  anticipated  to  come  from  lease  or  sale  proceeds  from  the 
disposition  of  the  Illinois  Street  Parcel  and  potential  other  non-Waterfront  Site  Port  land.  By  fully 
repaying  the  predevelopment  costs  as  soon  as  possible,  the  City  will  minimize  the  amount  of 
equity  return  owed  to  the  Master  Developer,  thereby  increasing  the  Port's  participation  in  Project 
revenues. 

As  provided  in  the  Term  Sheet,  predevelopment  cost  reimbursements  to  the  Master  Developer 
will  include  an  18  percent  annual  cost  of  funds.  This  cost  of  funds  is  within  the  typical  market 
range  for  a  major,  long-term  mixed-use  project  of  this  scale,  considering  the  risks  associated 
with  potential  future  market  conditions  and  cost  uncertainty. 

b.  Project  Infrastructure 

The  Master  Developer  will  provide  initial  financing  for  the  construction  of  project  infrastructure, 
except  in  certain  cases  where  financing  can  be  obtained  for  a  lower  cost  of  funds.  Any  financing 
will  be  reimbursed  and  augmented  from  the  following  sources: 

•  Appraised  value  of  development  parcels  -  The  development  value  of  any  given  parcel,  which 
will  depend  on  the  parcel's  development  capacity,  type  of  development  allowed,  and 
disposition  mechanism  (e.g.,  prepaid  ground  lease,  annual  ground  lease  payments,  and 
outright  sale).  Land  value  may  also  be  utilized  as  security  for  project  infrastructure  costs 
intended  to  be  reimbursed  by  the  CFD  and  IFD  sources  described  below,  as  those  sources 
become  available. 

•  Proceeds  of  Community  Facilities  District  (CFD)  -  CFD  debt  payments  will  be  secured  by  a 
special  tax  lien  on  the  Waterfront  Site  and  Illinois  Street  property  or  the  Project's  lessees  and 
owners.  A  portion  of  IFD  revenues  generated  by  the  value  created  by  the  Waterfront  Site 
project  are  intended  to  pay  the  CFD  debt  service.  CFD  special  taxes  not  required  for  debt 
service  may  be  used  for  "pay  as  you  go"  funding. 

•  Proceeds  of  Infrastructure  Financing  District  (IFD)  -  Project-generated  tax  increment  may  be 
used  to  pay  or  reimburse  Horizontal  Development  Costs  on  a  pay-as-you-go  basis,  to  service 
tax  increment  bond  financing  used  to  pay  qualified  project  costs,  to  repay  CFD  debt,  or  for 
any  other  reason  authorized  by  IFD  law.14 

•  IFD  tax  increment  revenues  not  otherwise  required  for  debt  service  ("Pay-Go")  -  As  noted 
above,  additional  IFD  revenues  will  be  available  to  fund  infrastructure  on  a  pay-as-you-go 
basis,  since  only  a  portion  of  the  revenues  will  be  committed  to  debt  service  due  to  coverage 


Term  Sheet 
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requirements.  Once  all  IFD-eligible  infrastructure  has  been  completed  and  debt  has  been 
serviced,  the  tax  increment  will  go  to  the  General  Fund  and  possibly,  as  allowed  by  the  Port's 
IFD  Policy,  to  the  Port  for  investment  in  the  City's  sea  wall.  A  portion  of  the  remaining  tax 
increment  may  also  flow  to  the  Harbor  Fund  for  infrastructure  improvements  consistent  with 
the  IFD  financing  plan. 

Detailed  terms  and  conditions  related  to  the  land  value,  financing  district  revenues  and  debt 
issuance,  and  rent  payments  are  further  described  in  the  Term  Sheet.  The  Term  Sheet  also 
identifies  other  funding  options  that  will  be  explored,  including  state  and  federal  incentives  that 
might  be  available  for  horizontal  and  vertical  construction  of  the  Project,  such  as  for  brownfield 
remediation,  and  sustainability  pilot  programs;  general  obligation  bonds  for  certain  parks; 
housing  mortgage  revenue  bonds;  revenue  bonds  for  infrastructure;  and  GreenFinanceSF  bond 
financing  for  energy  and  water  conservation  and  renewable  energy  improvements  to  buildings.15 

c.  Building  Construction  and  Other  Improvements 

Private  funds  will  be  used  for  construction  of  all  residential  and  commercial  office  uses,  including 
all  costs  for  building  design  and  construction,  City  impact  fees,  and  other  agency  fees. 

Illinois  Street  Parcel 

Predevelopment  costs  of  the  Illinois  Street  Parcel  after  project  entitlement  will  be  funded  by  the 
developer  of  the  Illinois  Street  Parcel;  design  guidelines  and  environmental  review  costs  to  be 
paid  by  Forest  City  and  booked  as  Waterfront  Site  project  costs  to  be  reimbursed  according  to 
the  Waterfront  Site  project's  Term  Sheet.  Infrastructure  costs  and  vertical  development  costs  will 
also  be  funded  by  the  developer  of  the  Illinois  Street  Parcel,  with  the  possible  exception  of 
certain  infrastructure  obligations  that  could  potentially  utilize  the  same  CFD  and  IFD  public 
financing  mechanisms  utilized  for  the  Waterfront  Site's  infrastructure. 


15  Term  Sheet 
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3.    Long- Term  Opera  ting  and  Maintenance  Costs 


The  increase  in  public  facilities  needed  to  serve  the  Pier  70  Waterfront  Site  and  Illinois  Street 
Parcel,  the  additional  parks  and  open  space  amenities,  and  the  addition  of  new  residents, 
employees,  and  visitors  will  generate  demand  for  public  services.  This  chapter  summarizes  a 
number  of  key  issues  facing  City  departments  and  the  Port  that  will  be  further  refined  during  the 
course  of  environmental  review  and  addressed  through  a  combination  of  Project  mitigation 
measures.  Any  funding  required  is  likely  to  come  from  a  combination  of  Project-generated  public 
revenues,  one-time  and  ongoing  Project  fees,  special  taxes  or  assessments,  or  other  sources  to 
be  determined.  Public  facilities  and  services  will  be  evaluated  in  greater  detail  during  the 
environmental  review  process  to  determine  specific  need,  implementation,  and  funding. 

a.  Public  Open  Space 

As  described  above,  the  Waterfront  Site  will  include  approximately  7  acres  of  public  parks  and 
open  spaces,  phased  in  over  the  course  of  development,  while  the  Illinois  Street  Parcel  will  utilize 
adjacent  parks  and  open  spaces.  All  of  the  Waterfront  Site's  at-grade  parks  and  open  spaces  will 
be  owned  by,  and  will  remain  under  the  jurisdiction  of,  the  Port  and  will  be  managed  and 
programmed  by  Master  Developer  or  CFD  maintenance  district,  subject  to  Port  approval  and 
conditions  of  the  BCDC  major  permit  applicable  to  the  Waterfront  Site.  Maintenance  of  the  parks 
and  open  spaces  will  be  funded  by  special  taxes  imposed  on  Vertical  Developers  through  the 
maintenance  CFD.  16 

Plans  for  the  Waterfront  Site  call  for  additional  open  space  on  the  rooftops  of  certain  buildings, 
including  public  open  space  on  top  of  the  proposed  parking  structure,  which  would  also  be 
maintained  via  maintenance  CFD  special  taxes.  The  installation  and  maintenance  of  private  open 
space  on  the  roofs  of  residential  and  commercial  buildings,  on  either  the  Waterfront  Site  or  the 
Illinois  Street  Parcel,  will  be  the  responsibility  of  those  buildings'  vertical  developers. 

b.  Police 

The  SFPD  will  respond  to  police  needs  and  calls  for  service  generated  by  the  Project.  The  Project 
area  is  located  within  the  Bayview  District  of  San  Francisco  Police  Department  (SFPD).  The 
Bayview  District  is  one  of  the  largest  of  ten  districts  in  the  City,  covering  more  than  18  percent  of 
the  City's  land  area.  Currently,  the  Bayview  District  extends  from  the  eastern  edge  of  McLaren 
Park  to  the  San  Francisco  Bay  and  south  of  Channel  Street  to  the  San  Mateo  County  line, 
although  the  district  boundaries  may  be  realigned  in  the  future  as  new  development  occurs  in 
the  City.  Police  services  in  the  Bayview  District  are  provided  from  the  Bayview  Police  Station, 
located  on  Williams  Avenue  near  3rd  Street. 

The  Port  currently  contracts  with  the  SFPD  to  provide  two  officers  that  respond  to  calls  for 
service  on  Port  property.  It  is  assumed  that  this  current  level  of  service  by  the  contracted 


16  Term  Sheet  reference;  verified  by  Katherine  Petruccione,  Department  of  Recreation  and  Parks  May 
9,  2013. 
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officers  will  continue.  The  Project's  demand  for  additional  police  service  will  be  generated  by  the 
new  office,  residential,  and  Retail,  Innovation,  and  Arts  uses  and  related  residential  and 
employment  activity,  as  well  as  by  events  and  visitors.  The  specific  level  and  types  of  impacts 
will  depend  on  the  Project's  design,  visibility,  configuration,  and  access. 

The  CEQA  process  is  anticipated  to  address  specific  impacts  and  potential  mitigations  that  may 
be  required  for  this  project.  Based  on  preliminary  discussions  with  SFPD,  it  is  estimated  that  the 
increased  population  and  employment  at  the  Waterfront  Site  and  the  Illinois  Street  Parcel, 
totaling  nearly  13,000  residents  and  employees,  will  require  one  patrol  unit  as  a  baseline.  Patrol 
units  typically  consist  of  four  or  five  officers  on  staggered  shifts.  Depending  on  the  demand  for 
additional  supervisorial  and  other  specialized  law  enforcement  services  in  addition  to  patrol,  and 
the  number  and  type  of  service  calls  generated  from  the  area,  the  number  of  required  sworn 
officers  could  be  greater.  Based  on  five  officers  at  an  average  cost  of  $143,926  per  officer,17  the 
additional  annual  cost  would  total  approximately  $720,000. 

Allocating  this  cost  between  the  Waterfront  Site  and  the  Illinois  Street  Parcel  based  on  projected 
population,  approximately  $691,000  of  the  projected  annual  cost  (96  percent)  will  be  attributed 
to  the  Waterfront  Site  and  $29,000  (4  percent)  will  be  attributable  to  the  Illinois  Street  Parcel. 

c.  Fire  and  EMS 

The  San  Francisco  Fire  Department  (SFFD)  deploys  services  from  the  closest  station  with 
available  resources,  supplemented  by  additional  resources  based  on  the  nature  of  the  call. 
Responding  stations  for  the  Project  are  expected  to  include  Stations  4,  8,  9,  17,  25,  and  29. 
Emergency  Medical  Service  (EMS)  is  provided  by  ambulances  which  "float"  at  different  positions 
around  the  City,  depending  on  coverage  requirements.  Approximately  one-third  of  ambulance 
costs  are  recovered,  on  average,  from  fees  and  charges. 

Demand  from  the  Project  will  contribute  to  the  need  for  the  new  station  currently  under 
construction  as  part  of  the  new  Public  Safety  Building  in  Mission  Bay  (Station  4),  including  its 
equipment  and  staffing,  along  with  other  growth  and  development  in  the  City.  The  SFFD 
indicates  that  services  from  the  new  and  existing  stations  will  be  sufficient  to  handle  the  increase 
in  development  at  the  Waterfront  Site  and  Illinois  Street  Parcel  without  incurring  additional  costs 
or  adversely  affecting  existing  services  levels,  assuming  that  no  current  stations  serving  the  area 
are  closed.18  Although  no  additional  costs  would  be  incurred  due  to  the  Project,  assuming  the 


17  Average  cost  per  officer  includes  salary,  benefits  per  Lieutenant  Roualdes,  2/20/2013  and 
5/9/2013. 

18  Assistant  Deputy  Chief  Ken  Lombardi,  CCSF  Fire  Department,  5/9/2013. 
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new  station  was  already  operational,  an  allocation  of  Citywide  costs  to  the  Project  would  indicate 
an  annual  cost  of  $2.4  million,  or  about  $2.3  million  for  the  Waterfront  Site  and  $100,000  to  the 
Illinois  Street  Parcel.19 

d.  SFMTA 

The  San  Francisco  Municipal  Transportation  Agency  (SFMTA)  will  be  responsible  for  providing  a 
broad  range  of  transportation  related  services  and  facilities  to  the  Project.  Currently,  SFMTA  is 
preparing  a  comprehensive  assessment  of  services  and  facilities  that  will  be  affected  by  a 
number  of  large  planned  development  projects  in  the  general  vicinity  of  the  Pier  70  Waterfront 
Site.  The  purpose  of  the  assessment  is  to  anticipate  and  assure  a  balanced,  financially- 
sustainable  transportation  network  designed  to  accommodate  future  growth,  including  the 
Project. 

The  development  of  the  Project  may  be  determined  to  have  a  number  of  impacts  on  SFMTA  and 
other  public  transportation  providers,  including  additional  operations  and  maintenance  costs  for 
increased  transit  service  required  to  handle  increased  ridership  on  lines  serving  the  Project. 
Additional  capital  rolling  stock  and  expanded  facilities  to  maintain  it  may  be  required.  The 
development  of  the  Project  will  also  require  SFMTA  to  address  parking  management. 

For  the  Waterfront  Site,  Forest  City  will  implement  a  Transportation  Demand  Management  Plan 
("TDMP")  that  will  provide  a  comprehensive  strategy  to  manage  new  transportation  demands. 
The  mixed-use  land  use  program,  the  transit  options  in  the  Central  Waterfront,  and  the 
Waterfront  Site's  proximity  to  San  Francisco's  resources  and  services  mandate  that  single- 
occupancy  vehicle  trips  be  reduced.  The  transportation  strategy  for  the  Project  is  based  on 
reducing  vehicle  miles  traveled  by  fostering  multiple  modes  of  sustainable  transportation, 
emphasizing  pedestrian,  bicycle,  and  public  transit  options.  The  land  use  plan  is  oriented  to 
create  a  dense,  urban  neighborhood  clustered  near  accessible  transit  with  streets  and  paths  that 
favor  walking  and  bicycling. 

Market-based  pricing  strategies  for  parking  will  be  supported  by  innovative  programs  to  reduce 
automobile  dependence  and  promote  the  use  of  public  transit.  A  district  parking  strategy 
enables  delivery  of  parking  as  needed  to  meet  actual  future  demands  as  development  proceeds. 
Parking  for  the  site  will  be  managed  to  maximize  availability  of  on-street  parking  within  the  Pier 
70  area  and  to  maximize  shared  use  of  available  parking  by  different  users  at  different  times  of 
the  day  or  week. 

The  TDMP  will  incorporate  smart  and  sustainable  transportation  planning  principles  to  address 
the  transportation  needs  of  the  Project,  consistent  with  the  City's  Transit  First,  Better  Streets, 
Climate  Action,  and  Transportation  Sustainability  Plans  and  Policies.  Consistent  with  the  CEQA 
investigation,  the  TDMP  will  outline  a  series  of  implementation  strategies  intended  to  manage 


19  Assumes  800  incidents  annually  based  on  Citywide  average  of  64  incidents/year  per  1,000  service 
population  (population  and  jobs).  This  represents  approximately  30  percent  of  the  Citywide  per- 
station  average,  each  station  with  an  average  cost  of  $7.7  million  based  on  43  stations  and  total 
budget  of  $332.9  million. 
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effectively  the  transportation  demands  created  by  the  Project.  The  goal  of  these  strategies  will 
be  to  minimize  the  Project's  dependence  on  the  automobile  and  to  optimize  the  inclusion  of  non- 
auto  travel  modes  providing  access  to  the  Project. 

The  Illinois  Street  Parcel  shares  many  of  the  same  transportation  conditions  as  the  Waterfront 
Site.  As  the  Port  refines  the  Illinois  Street  Parcel's  land  use  plan  and  parking  program,  it  expects 
to  uphold  the  same  transportation  goals  as  the  Waterfront  Site's  TDMP.  Given  that  the  Illinois 
Street  Parcel  is  substantially  smaller,  however,  these  goals  are  most  likely  to  express  themselves 
through  appropriately-scaled  strategies  such  as  pedestrian  and  bicycle  facilities  and  parking 
management  strategies. 

The  costs  for  these  programs  will  be  funded  by  a  range  of  mechanisms.  Public  tax  revenues  and 
fees  may  help  to  mitigate  SFMTA  costs.  SFMTA  is  funded  through  a  combination  of  local,  State 
and  Federal  sources  as  well  as  from  fee  revenues  and  other  potential  sources  to  be  determined, 
including  Developer  funding.  As  described  above,  Proposition  D  may  be  an  additional  source  of 
revenue  to  fund  SFMTA  capital  or  operating  expenses.  These  and  other  issues,  mechanisms,  and 
funding  sources  will  be  further  evaluated  in  detail  in  future  studies  as  part  of  the  SFMTA-led 
transportation  assessment  and  the  CEQA  process. 

e.  DPW 

Development-related  funding  sources  will  cover  the  street  and  sidewalk  maintenance  services 
commonly  provided  by  the  Department  of  Public  Works  (DPW).  The  Waterfront  Site  may  create  a 
private  entity  to  perform  these  services  or  contract  them  out  to  DPW.  Regardless,  based  on  the 
lengths  of  streets,  sidewalks,  and  other  pedestrian  ways  within  the  Project,  as  well  as  certain 
short  external  rights  of  way  needed  within  Port  property  to  provide  access  to  the  Project,  DPW 
estimates  annual  street  sweeping  and  litter  removal  costs  at  approximately  $23, 000. 20 
Additional  costs  will  be  incurred  periodically  for  resurfacing  and  other  major  maintenance  needs, 
which  are  anticipated  to  be  funded  through  IFD  funds. 

It  is  still  to  be  determined  whether  any  streets  or  sidewalks  will  be  associated  with  the  Illinois 
Street  Parcels.  To  the  extent  that  they  are,  the  maintenance  of  these  rights  of  way  would  also  be 
privately  funded  and  would  likely  be  performed  in  the  same  manner  as  for  the  Waterfront  Site. 
These  streets  and  sidewalks  would  increase  the  Project's  total  right  of  way  length  by  no  more 
than  6  percent,  with  a  corresponding  maintenance  cost  increase  estimated  at  $1,400  per  year. 


Larry  Stringer,  Department  of  Public  Works,  5/9/2013  and  5/10/2013. 
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4.    Debt  Load  to  be  Carried  by  the  City  or  the  Port 


The  Pier  70  Waterfront  Site  proposes  to  use  a  portion  of  newly  created  property  tax  funds  from 
the  Project,  collected  through  an  Infrastructure  Financing  District  (IFD),  to  help  pay  for  the 
horizontal  development  costs  required  by  the  Project.  The  IFD  obligations  will  be  secured  by 
property  taxes  (and  possessory  interest  taxes)  paid  by  the  Project  lessees  and  property  owners, 
and  will  not  obligate  the  City's  General  Fund  or  the  Port's  Harbor  Fund.  The  property  tax 
increment  may  be  used  to  repay  IFD  bonds,  or  to  pay  debt  service  on  CFD  bonds,  as  described 
below. 

The  Pier  70  Waterfront  Site  may  use  CFD  bonds  to  reimburse  infrastructure  costs,  with  CFD  debt 
service  to  be  paid  by  IFD  revenues.  The  CFD  bonds  will  be  secured  by  special  taxes  paid  by  Pier 
70  Waterfront  Site  lessees,  and  will  not  obligate  the  City's  General  Fund  or  the  Port's  Harbor 
Fund,  though  such  taxes  may  negatively  impact  land  value  and  the  Port's  corresponding 
revenues. 

Although  specific  financing  vehicles  will  be  refined  as  the  financial  planning  continues,  it  is 
expected  that  the  annual  IFD  revenues  will  fund  debt  service  on  $169  million  of  net  proceeds 
from  bonds  (in  nominal  dollars).  The  specific  mix  of  CFD  and  IFD  bonds  will  be  determined 
based  on  future  market  conditions,  and  on  the  appropriate  mix  necessary  to  minimize  financing 
costs. 

The  Illinois  Street  Parcel  is  not  anticipated  to  require  debt  funding,  with  the  possible  exception  of 
project-based  debt  serviced  by  CFD  and/or  IFD  in  the  same  manner  as  described  for  the 
Waterfront  Site  above.  The  Illinois  Street  Parcel's  developer  is  expected  to  fund  all  development 
costs.  Tax  increment  generated  by  new  development  will  help  to  fund  required  infrastructure, 
public  facilities  and  services.  As  noted  above,  there  will  be  no  impact  or  obligation  on  the  City's 
General  Fund  or  the  Port's  Harbor  Fund. 
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Appendix  A: 
Fiscal  Analysis 
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Table  A-2 

Population  and  Employment 

Pier  70  Waterfront  Site  and  Illinois  Street  Parcel 


Item 

Assumptions 

Total 

Pier  70  Waterfront  Site 

Population  (1 ) 

2  2  Dersons  Der  unit 

2,088 

Employment  (FTEs) 

Retail  (2) 

300  sq.ft.  per  FTE 

454 

Innovation  (3) 

429  sq.ft.  per  FTE 

318 

Office  (4) 

225  sq.ft.  per  FTE 

9,700 

Residential  (5) 

15  units  per  FTE 

63 

Parking  (2) 

270  spaces  per  FTE 

10 

Total 

10,544 

Total  Service  Population 

12,632 

Illinois  Street  Parcel  (2) 

Population  (1) 

2.2  persons  per  unit 

471 

Emplovment  (FTEs) 

Retail  (2) 

300  sq.ft.  per  FTE 

26 

Office  (4) 

225  sq.ft.  per  FTE 

0 

Residential  (5) 

15  units  per  FTE 

14 

Parking  (2) 

270  spaces  per  FTE 

1 

Total 

41 

Total  Service  Population 

512 

(1)  Based  on  ABAG  and  Woods  &  Poole  projections. 

(2)  EPS  estimate. 

(3)  Based  on  Forest  City/AECOM,  adjusted  by  EPS  for  part-time  and  other  jobs  likely  to 
exist  in  the  City  independent  of  the  Project. 

(4)  EPS  estimates  based  on  Forest  City/AECOM  projections. 

(5)  Includes  janitorial,  cleaning  and  repair,  childcare,  and  other  domestic  services. 


Economic  &  Planning  Systems,  Inc.  5/21/2013 
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Table  A-3 

San  Francisco  City  Development  Impact  Fee  Estimate* 
Pier  70  Waterfront  Site  and  Illinois  Street  Parcel 


Innovation/ 


Residential 

Office 

Retail 

TOTAL 

Item 

e  g  oss    //  ing  s  1  t 

Pier  70  Waterfront  Site 

"e     evelopment  (sq.ft.)  (1) 

803,991 

i    I  Oil,  JJU 

97?  ^nn 

e    r\esiaenii3i  mis 

Adaptive  Reuse  (buildings  2,  12,  21,  and  E1) 

86,093 

0 

235,693 

et  of  Adaptive  Reuse 

717,898 

2,182,550 

36,607 

City  Fees  (per  gross  building  sq.ft.)  (2) 

obs    ousing-  413 

0.00 

r22.83 

"21.30 

$50,607,346 

Affordable   ousing-  415(3) 

0.00 

0.00 

0.00 

$0 

Child  Care-  414(4) 

0.00 

1.11 

0.00 

$2,422,631 

Tl  F(  411.3) 

0.00 

12.64 

"13.30 

$28,074,305 

Subtotal  (per  sq.ft.) 

36.58 

34.60 

Total 

79  837  679 

rrl  266  602 

$81,104,281 

Illinois  Street  Parcel  (2) 

~e~   evelopment  (sq.ft.)  (1) 

213,500 

0 

7,700 

e    Residential  nits 

214 

City  Fees  (per  gross  building  sq.ft.,  except  for  Affordable  housing  (2) 

obs   ousing-  413 

0.00 

22.83 

21.30 

$164,010 

Affordable   ousing-  415  (3)  (assumes  1-bdrm  avg.) 

"236,545 

0.00 

0.00 

$10,124,126 

Child  Care-  414(4) 

0.00 

01.11 

0.00 

$0 

TlDF  (  411.3) 

0.00 

□12.64 

13.30 

$102,410 

Subtotal  (per  sq.ft.) 

"36.58 

34.60 

Total 

10,124,126 

~0 

266,420 

$10,390,546 

(1 )  o  fees  assumed  related  to  the  parking. 

(2)  All  impact  fees  are  as  of  anuary  201 3. 

(3)  Concept  plans  anticipate  providing  inclusionary  rental  units  on  Waterfront  Site  Illinois  Street  assumed  to  be  condos  and  pay  the  fee. 
Assumes  in-lieu  fees  based  on  20    of  onsite  units. 

(4)  Childcare  fee   ill  not  apply  if  child  care  facilities  are  constructed  on  site.  Fees  only  apply  to  office. 

Sources  City  of  San  Francisco,  and  Economic  &  Planning  Systems,  Inc. 


Economic  &  Planning  Systems,  Inc.  5/21/2013 
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Table  A-8 

Sales  Tax  Estimates  (2013  dollars) 
Pier  70  Waterfront  Site 


Item 


Assumptions 


Total 


Taxable  Sales  From  New  Residential  Uses 

Average  Annual    ousing  Payment 
Average  Annual      Income  (1) 

Average      Retail  Expenditure  (2) 

Residential  nits 

Total    e    Retail  Sales  from  ouseholds 
e    Taxable  Retail  Sales  Captured  in  San  Francisco 
Net  New  Sales  Tax  to  GF  From  Residential  Uses 

Taxable  Sales  From  Commercial  Space 

Retail  Sq.Ft. 
Innovation  (3) 
Retail 
Total 

Retail  Taxable  Sales 
Innovation 
Retail 
Total 

Sales  Tax  to  San  Francisco 

(less)    e    On-Site  Residential  Sales  (4) 

(less)  Shift  From  Existing  Sales  (5) 

Net  New  Sales  Tax  to  GF  from  Retail  Space 
TOTAL  Sales  Tax  to  General  Fund  (1%) 


Annual  Sales  Tax  Allocation 

Sales  Tax  to  the  City  General  Fund 

Other  Sales  Taxes 

Public  Safety  Sales  Tax  (6) 

San  Francisco  County  Transportation  Authority  (6) 

SF  Public  Financing  Authority  (Schools)  (6) 


35,800  per  household 
21 
27 


80    of  retail  expenditures 
1 .0    tax  rate  x  taxable  sales 


300  per  sq.ft. 
300  per  sq.ft. 

1  .Or  tax  rate  x  taxable  sales 
25    of  commercial  sales 
25 


1 .00  tax  rate  x  taxable  sales 

0.50  tax  rate  x  taxable  sales 

0.50  tax  rate  x  taxable  sales 

0.25  tax  rate  x  taxable  sales 


One-Time  Sales  Taxes  on  Construction  Materials  and  Supplies  (rounded) 

Total    evelopment  alue 

Supply/Materials  Portion  of  Construction  Cost  60.00 " 

San  Francisco  Capture  of  Taxable  Sales  50.00D 

Sales  Tax  to  San  Francisco  General  Fund  1 .0    tax  rate  x  taxable  sales 


170,900 
46,700 

949 

44,318,000 
35,454,400 
$355,000 


30,000 
136,150 
166,150 


9,000,000 
40,845,000 
49,845,000 

498,450 
(  124,613) 
(  124,613) 

$249,225 
$604,225 


$604,225 

$302,113 
$302,113 
$151,056 


1,657,896,000 
994,738,000 
497,369,000 
$4,973,690 


(1)  Based  on  the  201 1  American  Community  Survey  average  share  of  income  allocated  to  ards  rent  by  San  Francisco  renters. 

(2)  Based  on  blended  assumptions   ith  average  household  expenditure  based  on  typical  household  spending  as  reported  for  the 
San  Francisco  MSA  by  the  State  Board  of  Equali  ation. 

(3)  Only  a  small  share  of  the  tenants  of  innovation  space    ill  generate  sales  taxes  (30,000  sq.ft.  assumed). 
Innovation  space   ill  be  distributed  bet  een  shared  office   ork  environment,  shared  manufacturing,  arts  and 

culture,  and  food  stall  and  kiosk  retail  uses  With  the  exception  of  food  stall  and  kiosk  retail,  innovative  retail  uses  are  not  assumed  to 
generate  substantial  retail  sales. 

(4)  A  portion  of  ne   sales  from  San  Francisco  residents  are  assumed  captured  by  retail  in  the  Project  (calculated  above) 

(5)  Reflects  a  deduction  of  retail  sales  that  could  be  captured  else  here  in  San  Francisco   ere  the  Project  not  built 

(6)  Sales  tax  proportions  for  these  entities  as  reported  by  Controllers  Office. 

Sources  Forest  City,  State  Board  of  Equali  ation,  and  Economic  &  Planning  Systems,  Inc. 


Economic  &  Planning  Systems,  Inc  5/21/2013 


21128Fiscal10  xlsx 


Table  A-9 

Sales  Tax  Estimates  (2013  dollars) 
Illinois  Street  Parcel 


Item 


Assumptions 


Total 


Taxable  Sales  From  New  Residential  Uses 

Average  Annual    ousing  Payment 
Average  Annual      Income  (1) 

Average      Retail  Expenditure  (2) 

Residential  nits 

Total    e    Retail  Sales  from  ouseholds 
e   Taxable  Retail  Sales  Captured  in  San  Francisco 
Net  New  Sales  Tax  to  GF  from  Residential  Uses 

Taxable  Sales  From  Commercial  Space 

Retail  Sq.Ft. 

Retail  Taxable  Sales 

Sales  Tax  to  San  Francisco 

(less)    e    On-Site  Residential  Sales  (3) 

(less)  Shift  From  Existing  Sales  (4) 

Net  New  Sales  Tax  to  GF  from  Retail  Space 

TOTAL  Sales  Tax  to  General  Fund  (1%) 


Annual  Sales  Tax  Allocation 

Sales  Tax  to  the  City  General  Fund 

Other  Sales  Taxes 

Public  Safety  Sales  Tax  (5) 

San  Francisco  County  Transportation  Authority  (5) 

SF  Public  Financing  Authority  (Schools)  (5) 


35,800  per  household 
21 
27 


80    of  retail  expenditures 
1  .Oh  tax  rate  x  taxable  sales 


300  per  sq.ft. 

1 .0C  tax  rate  x  taxable  sales 
25    of  commercial  sales 

25: 


100  tax  rate  x  taxable  sales 

0.50  tax  rate  x  taxable  sales 

0.50  tax  rate  x  taxable  sales 

0.25  tax  rate  x  taxable  sales 


One-Time  Sales  Taxes  on  Construction  Materials  and  Supplies  (rounded) 

Total    evelopment  alue 

Supply/Materials  Portion  of  Construction  Cost  60.00r 
San  Francisco  Capture  of  Taxable  Sales  50.00rJ 

Sales  Tax  to  San  Francisco  General  Fund  1 .0    tax  rate  x  taxable  sales 


170,900 
46,700 

214 

9,994,000 

7,995,200 

$80,000 

7,700 
2,310,000 
23,000 
(  5,750) 
(  5,750) 

$11,500 
$91,500 


$91,500 

$45,750 
$45,750 
$22,875 


95,000,000 
57,000,000 
28,500,000 
$285,000 


(1 )  Based  on  the  201 1  American  Community  Survey  average  share  of  income  allocated  to  ards  rent  by  San  Francisco  renters 

(2)  Based  on  blended  assumptions   ith  average  household  expenditure  based  on  typical  household  spending  as  reported  for  the 
San  Francisco  MSA  by  the  State  Board  of  Equali  ation. 

(3)  A  portion  of  ne   sales  from  San  Francisco  residents  are  assumed  captured  by  retail  in  the  Project  (calculated  above). 

(4)  Reflects  a  deduction  of  retail  sales  that  could  be  captured  else  here  in  San  Francisco   ere  the  Project  not  built. 

(5)  Sales  tax  proportions  for  these  entities  as  reported  by  Controllers  Office 

Sources  Forest  City,  State  Board  of  Equali  ation,  and  Economic  &  Planning  Systems,  Inc. 
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Appendix  B: 

Economic  Analysis 


Table  B-1 

Summary  Annual  Economic  Impacts  at  Buildout  (2013  dollars) 
Pier  70  Waterfront  Site  and  Illinois  Street  Parcel 


Impact  Category 

Total 

Pier  70  Waterfront  Site 

Onqoinq  Project  Employment1 

Annual  Averaqe 

irect 

10,540 

Indirect 

2,230 

Induced 

5,250 

Total  Employment 

Annual  Total  Economic  Output 

$3,570,007,000 

Onp-Timp  r^nn^tn  if^tinn-Rplafpri  Fmnlnumppf 

nh-  p^r^ 

irect 

9,230 

Indirect 

1,980 

Induced 

3,110 

Total  Employment 

14,320 

Total  Economic  Output   uring  Construction 

$2,797,136,000 

(1)  Reflects  full-time  equivalents 

Source  IMP  A   2010  and  Economic  &  Planning  Systems. 

Impact  Category 

Total 

Illinois  Street  Parcel 

Onqoinq  Project  Employment1 

Annual  Averaqe 

irect 

41 

Indirect 

4 

Induced 

6_ 

Total  Employment 

51 

Annual  Total  Economic  Output 

$7,026,452 

One-Time  Construction-Related  Employment 

ob-  ears 

irect 

440 

Indirect 

125 

Induced 

157 

Total  Employment 

722 

Total  Economic  Output   uring  Construction 

$147,284,425 

(1)  Reflects  full-time  equivalents. 

Source  IMP  A   2010  and  Economic  &  Planning  Systems. 
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Table  B-2 

Annual  Economic  Impacts  by  Land  Use  at  Buildout  (2013  dollars) 
Pier  70  Waterfront  Site 


Gross  Impacts 

Impact 

Employment 

Economic 

Land  Use 

obs 

(FTEs) 

Output 

Traditional  Retail  (1) 

irect 

454 

454 

40,845,000 

Indirect 

77 

32 

13,966,258 

Induced 

90. 

50. 

13.636,907 

Total 

621 

 :  

536 



$68,448,166 

Innovation  Retail 

irect 

318 

318 

67,711,248 

Indirect 

93 

84 

17,495,213 

Induced 

119 

105 

19.215,825 

Total 

530 

506 

$104,422,285 

Office 

irect 

9,700 

9,700 

2,071,348,174 

Indirect 

2,403 

2,180 

445,414,642 

Induced 

5,893 

5,187 

951.623.754 

Total 

17,996 

17,068 

$3,468,386,570 

Residential 

irect 

63 

63 

8,679,328 

Indirect 

12 

9 

2,465,818 

Induced 

17 

13. 

2,847,491 

Total 

93 

86 

$13,992,637 

Parking  (1) 

irect 

10 

10 

9,771,488 

Indirect 

5 

5 

5,477,380 

Induced 

4_ 

3_ 

3.930.858 

Total 

19 

17 

$19,179,726 

Total  Ongoing  Impacts 

irect 

10,544 

10,544 

2,130,643,990 

Indirect 

2,498 

2,226 

467,324,099 

Induced 

6,004 

5,253 

972.039.011 

Total 

19,046 

18,024 

$3,570,007,099 

One-Time  Impacts 

Construction 

irect 

9,228 

9,228 

1,812,596,000 

Indirect 

2,191 

1,977 

410,988,485 

Induced 

3,546 

3,106 

573.551.523 

Total 

14,965 

14,310 

$2,797,136,008 

(1)    irect  output  based  on  net  increase  in  estimated  revenue 


Source  IMP  A   2010  and  Economic  &  Planning  Systems. 
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Table  B-3 

Annual  Economic  Impacts  by  Land  Use  at  Buildout  (2013  dollars) 
Illinois  Street  Parcel 


Gross  Impacts 


Impact 

Employment 

Economic 

Land  Use 

Type 

[  obs 

(FTEs) 

Output 

Traditional  Retail  (1) 

rirect 

26 

26 

12,310,000 

Indirect 

4 

2 

1789,865 

Induced 

5_ 

3_ 

r771,239 

Total 

35 

30 

$3  871  104 

Residential 

r  irect 

14 

14 

□1,957,193 

Indirect 

3 

2 

r  556,043 

Induced 

4_ 

3_ 

[642.111 

Total 

21 

19 

ICC  OI7 

$3,155,347 

Parking  (1) 

L  irect 

1 

1 

CO 

Indirect 

0 

0 

Induced 

0_ 

0_ 

rp_ 

Total 

1 

1 

$0 

Total  Ongoing  Impacts 

irect 

41 

41 

r4,267,193 

Indirect 

7 

4 

□1,345,909 

Induced 

9_ 

6_ 

1.413.350 

Total 

57 

51 

$7,026,452 

One-Time  Impacts 

Construction 

rirect 

440 

440 

r95,000,000 

Indirect 

139 

125 

□23,337,435 

Induced 

179 

157 

r  28.946.989 

Total 

757 

722 

$147,284,425 

(1)  I  lirect  output  based  on  net  increase  in  estimated  revenue. 


Source!  IMP  Ai  201 0  and  Economic  &  Planning  Systems. 


Economic  &  Planning  Systems,  Inc.  5/21/2013 


21128Fiscall0.xlsx 


IS  33SS3NN3J. 


IS  V10S3NNIW 


is  aye 


IS  33SS3NN31 


IS  V10S3NNIW 


-PORT<-_ 

SAN  FRANCISCO 


MEMORANDUM 


May  23,  2013 


TO: 


MEMBERS,  PORT  COMMISSION 


Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 
Hon.  Mel  Murphy 


FROM:        Monique  Moyer 

Executive  Director 

SUBJECT:    Request  approval  of  amendments  to  the  Port  Harbor  Traffic  Code  to 


include  parking  and  loading  restrictions  contemplated  in  the  Jefferson 
Street  Public  Realm  project  for  Jefferson  Street  between  Powell  and  Hyde 
Streets  in  Fisherman's  Wharf 


DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution 


SUMMARY 

The  Board  of  Supervisors  delegated  authority  to  the  Port  Commission  to  adopt  a  harbor 
traffic  code  under  Ordinance  No.  40-69.  The  Port  Commission  adopted  a  harbor  traffic 
code  that  among  other  things  regulates  parking  and  loading  activity  on  Port  property 
("Harbor  Traffic  Code").  From  time  to  time,  the  Harbor  Traffic  Code  is  amended  by 
action  of  the  Port  Commission  and  is  on  file  with  the  Port  Commission  Secretary. 

Port  staff  seeks  to  amend  the  Harbor  Traffic  Code  to  include  the  parking  and  loading 
restrictions  contemplated  in  the  Jefferson  Street  Public  Realm  project.  Jefferson  Street 
is  a  five  block  street  within  Port  jurisdiction  that  runs  from  Powell  and  Hyde  Streets  in 
the  Fisherman's  Wharf  area  ("Project  area").  To  allow  for  greater  pedestrian  comfort 
and  circulation,  the  Project  will  (i)  expand  the  sidewalk  width,  (ii)  narrow  the  roadway  for 
the  two  blocks  of  Jefferson  Street  from  Jones  to  Hyde  Streets,  and  (iii)  remove  on-street 
parking  for  the  five  blocks  on  Jefferson  between  Powell  and  Hyde  Streets.  Commercial 
and  passenger  loading  and  unloading  activity  would  still  be  allowed  in  designated  areas 
at  the  curb. 

The  Port  Commission  approved  Phase  I  of  the  Jefferson  Street  Public  Realm  project 
("Project")  on  September  25,  2012.  This  project  approval  also  authorized  the  Port 


THIS  PRINT  COVERS  CALENDAR  ITEM  NO.  10B 


Executive  Director  to  enter  into  a  Memorandum  of  Understanding  with  San  Francisco 
Municipal  Transportation  Authority  ("MTA")  to  implement  regulations  to  remove  on- 
street  parking. 

The  Project  is  currently  under  construction.  Phase  I  will  be  completed  in  June  2013  and 
Phase  II  detailed  design  work  has  started.  Once  Phase  I  is  completed  in  June  and 
reopened  to  traffic,  the  new  parking  and  loading  restrictions  will  be  implemented. 

BACKGROUND 

The  City  Planning  Department,  working  with  the  Fisherman's  Wharf  Community  Benefit 
District  and  the  public  through  several  public  meetings,  completed  a  Fisherman's  Wharf 
Public  Realm  Plan  in  2008-2010  that  provided  the  ground  work  for  the  Jefferson  Street 
Public  Realm  Plan  ("Plan").  The  Plan  is  intended  to  provide  a  framework  to  improve 
circulation  and  make  the  Fisherman's  Wharf  area  a  more  desirable  place  to  visit.  The 
City  has  allocated  $5  million  to  fund  Phase  I  of  this  Project,  and  the  Project  costs  are 
within  this  fund  allocation. 

For  this  Project,  to  accommodate  the  circulation  of  high  volumes  of  pedestrians  in  the 
area,  the  sidewalks  will  be  widened,  and  the  existing  metered  parking  will  be  removed. 
To  accommodate  tenant  operations  and  improve  traffic  circulation,  commercial  loading 
and  tow-away  no  parking  zones  will  be  created  and  signed  at  the  curb. 

PROPOSED  CODE  AMENDMENTS 

The  current  Harbor  Traffic  Code  governs  the  use  of  Port  Streets  and  establishes 
regulations  with  respect  to  compliance  with  signs,  stopping,  and  parking.  Further,  it 
provides  for  the  creation  of  no  parking  and  commercial  loading  areas  on  Port  streets. 
However  the  commercial  loading  restriction  allows  for  commercial  loading  between  7 
am  and  6  pm,  which  covers  peak  visitor  hours  in  the  Project  area,  and  for  up  to  30 
minutes.  The  proposed  Project  area  commercial  loading  and  tow  away  no  parking 
areas  would  allow  passenger  drop-off  and  loading  activity  to  occur  under  certain 
conditions  to  accommodate  greater  visitor  mobility  and  improve  the  pedestrian 
experience.  The  proposed  traffic  restrictions  for  the  stretch  of  Jefferson  Street  between 
Powell  and  Hyde  Streets  are  as  follows: 

Commercial  Loading:  The  designated  Project  area  commercial  loading  zones  would 
allow  commercial  loading  from  12  am  to  1 1  am  every  day  for  no  more  than  30  minutes 
at  the  curb.  Passenger  loading  would  not  be  allowed  in  these  zones  during  the 
designated  commercial  loading  time  frame,  however  passenger  loading  would  be 
allowed  in  these  zones  at  the  curb  at  all  other  times.  Loading  activity  would  occur 
adjacent  to  the  curb  with  passing  vehicles  slowly  maneuvering  around  those  loading.  At 
the  Argonaut  hotel,  a  widened  pullout  area  is  being  provided  for  guest  loading  at  all 
times. 

Tow  Away  No  Parking:  Except  for  the  designated  loading  areas  as  described  above,  all 
other  curbs  within  the  Project  area  would  be  designated  tow  away  no  parking  zones  and 
would  prohibit  all  parking  activity. 


This  proposed  code  amendment  change  for  Jefferson  Street  would  apply  to  just 
Jefferson  Street,  and  would  not  alter  the  commercial  loading  time  frames  on  other  Port 
Streets  which  will  remain  from  7  am  to  6  pm. 

COORDINATION 

If  approved,  MTA  will  fabricate  the  new  Project  area  traffic  restriction  signs  consistent 
with  City  guidelines,  including  signage  for  the  proposed  traffic  restricted  zones  in  the 
Project  area.  To  ensure  consistency  with  City  street  furniture  and  fixture  requirements, 
the  Department  of  Public  Works  will  install  the  traffic  restriction  signs  as  part  of  the 
Project.  The  Department  of  Public  Works  and  the  Port  will  enter  into  a  Memorandum  of 
Understanding  that  assigns  roles  and  responsibilities  for  the  Project  area  sidewalk  and 
roadway  improvements  and  maintenance.  The  MTA  and  the  Port  will  enter  into  a 
Memorandum  of  Understanding  that  assigns  MTA  the  responsibility  for  maintaining  the 
Project  area  traffic  restriction  signs,  signals  and  pavement  markings.  Since  the  Harbor 
Traffic  Code  applies  to  only  Port  streets,  MTA  is  also  amending  the  City  Transportation 
Code  to  enable  enforcement  of  Project  area  traffic  restrictions  on  nearby  City  Streets. 

Since  the  project  was  approved  by  the  Port  Commission  in  September  2012,  the  City 
Planning  Department,  the  Fisherman's  Wharf  Waterfront  Advisory  Group,  and  the 
Fisherman's  Wharf  Community  Benefit  District  have  had  monthly  meetings  to  discuss 
project  progress  and  the  proposed  traffic  changes.  Upon  project  completion,  the  City 
will  be  evaluating  pedestrian  and  traffic  conditions  during  peak  periods  during  the 
summer  months  for  further  review  by  the  community  and  possible  adjustments  to 
vehicle  circulation. 

RECOMMENDATION 

Port  staff  recommends  that  the  Port  Commission  approve  the  proposed  Harbor  Traffic 
Code  amendment  provided  in  the  attached  resolution  to  establish  the  Project  area 
commercial  loading  and  tow  away  no  parking  areas  as  proposed  to  accommodate 
implementation  of  the  Jefferson  Street  Public  Realm  project  in  Fisherman's  Wharf.  The 
amendment,  if  approved  would  become  effective  immediately. 


Prepared  by:  Kanya  Dorland,  Planner 

Planning  and  Development 

For:  Byron  Rhett,  Deputy  Director 

Planning  and  Development 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  13-21 

WHEREAS,  Charter  Section  B3.581  grants  to  the  Port  Commission  the  authority  and 
duty  to  use,  conduct,  operate,  maintain,  manage,  regulate  and  control  the 
lands  within  the  Port  jurisdiction;  and 


WHEREAS,  The  Port  Commission  has  adopted  a  Harbor  Traffic  Code  which  regulates 
the  use  of  Port  streets  and  other  areas;  and 

WHEREAS,  Section  7.2.78  of  the  San  Francisco  Transportation  Code  recognizes  as 
an  infraction,  the  movement  or  parking  of  vehicles  and  animals  on  Port 
property  in  violation  of  the  Harbor  Traffic  Code;  and 

WHEREAS,  Article  3  of  the  Harbor  Traffic  Code  establishes  regulations  with  respect  to 
compliance  with  signs,  stopping,  and  parking  on  property  within  the  control 
and  jurisdiction  of  the  Port  of  San  Francisco;  and 

WHEREAS,  On  September  25,  2012,  pursuant  to  Resolution  No.  12-73,  the  Port 
Commission  approved  Phase  I  of  the  Jefferson  Street  Public  Realm 
project  (the  "Project")  and  authorized  the  Executive  Director  to  enter  into 
an  MOU  with  the  San  Francisco  Municipal  Transportation  Agency  to 
implement  regulations  to  remove  on-street  parking  within  the  Project  area; 
and 

WHEREAS,  The  Project  will  remove  metered  parking  and  create  designated 

commercial  loading  and  tow  away  no  parking  zones  on  Jefferson  Street 
between  Powell  and  Hyde  Streets;  and 

WHEREAS,  The  Harbor  Traffic  Code  needs  to  be  amended  to  reflect  the  Project  area 
traffic  restrictions  on  Jefferson  Street;  now,  therefore,  be  it 

RESOLVED,  That  Article  2,  Section  20.1  (a)  of  the  existing  Harbor  Traffic  Code  is 

hereby  amended  as  follows  (amendments  indicated  by  adding  underlined 
and  deleted  by  strikethrough  text): 

20.1(a).  Two  Hours.  Along  Jefferson  Stroot  commoncinq  on  Powoll 
Street  and  extending  to  Hydo  Street.  Intentionally  deleted. 

RESOLVED,  That  the  words  "Section  24(g)  and"  is  added  to  Article  3,  Section  22  of  the 
existing  Harbor  Traffic  Code  as  follows  (amendments  indicated  by  adding 
underlined  text): 

Except  as  provided  in  Section  24(g)  and  Section  31 , ... 


RESOLVED,   That  Article  3,  Section  24(c),  of  the  existing  Harbor  Traffic  Code  is 
hereby  amended  as  follows  (amendments  indicated  by  adding 
underlined  and  deleted  by  strikethrough  text): 

c.  Except  as  provided  in  Section  24(g),  ¥eliewvellow  shall  indicate 
stopping  only  for  the  purpose  of  loading  or  unloading  freight,  between 
the  hours  of  7:00  a.m.  and  6:00  p.m.  every  day,  and  in  any  such  event 
the  stopping  shall  be  limited  to  a  maximum  period  of  30  minutes. 

RESOLVED,   That  Article  3,  Section  24  of  the  existing  Harbor  Traffic  Code  is  hereby 

amended  to  include  the  following  item  as  a  subset  specific  to  a  portion  of 
Jefferson  Street: 

g.  Yellow/Commercial  loading  zones  on  Jefferson  Street  between  Powell 
and  Hyde  Streets  shall  indicate  (i)  stopping  only  for  the  purpose  of 
commercial  loading  or  unloading  between  the  hours  of  12  a.m.  and  1 1 
a.m.  every  day  and  in  any  such  event  the  stopping  shall  be  limited  to  a 
maximum  period  of  30  minutes  and  passenger  loading  and  unloading  is 
prohibited  during  such  times,  and  (ii)  stopping  only  for  the  purpose  of 
passenger  loading  and  unloading  between  the  hours  of  1 1  a.m.  and  12 
a.m. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port 
Commission  at  its  meeting  of  May  28,  2013. 


Secretary 


"PORTol_ 

SAN  FRANCISCO 

MEMORANDUM 

May  23,  2013 

TO:  MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 
Hon.  Mel  Murphy 

FROM:        Monique  Moyer  HM^^O 
Executive  Director 

SUBJECT:    Informational  presentation  regarding  the  Fiscal  Year  2013-14  Monthly 
Rental  Rate  Schedule,  Monthly  Parking  Stall  Rates,  and  Special  Event 
and  Filming  Rates 

DIRECTOR'S  RECOMMENDATION:  Informational  Only  -  No  Action  Required 


Executive  Summary 

This  staff  report  provides  a  summary  of  the  Port's  proposed  annual  staff  delegation 
criteria  and  rent  schedule. 

Monthly  Rental  Rate  Schedule 

On  September  8,  1993,  the  Port  Commission  (Resolution  No.  93-127,  as  amended  by 
Resolution  93-1 35)  delegated  authority  to  the  Executive  Director  to  approve  and 
execute  leases,  licenses,  and  Memorandums  of  Understanding  on  behalf  of  the  Port, 
provided  that  the  terms  of  these  agreements  meet  certain  parameters  as  found  in  the 
Port's  Leasing  Policy.  Contained  within  the  1993  delegated  authority  is  a  schedule  of 
minimum  rental  rates  for  leases  that  can  be  executed  by  the  Executive  Director  without 
Port  Commission  approval.  This  delegation  has  been  renewed  annually.  The  current 
delegation,  under  Resolution  12-52  provides  that  the  delegated  authority  can  only  be 
executed  under  the  following  criteria: 

1.  Use  Type: 

The  agreement  is  for  an  office  building  or  bulkhead  office  space,  open  or  enclosed 
pier  shed  space,  paved  or  unpaved  open  space,  or  open  pier  or  apron  space  or  roof- 
top space  but  is  not  for  a  retail  use; 
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2.  Use  Consistency: 

Except  for  temporary  uses  (with  terms  not  exceeding  six  (6)  months),  the  use  under 
the  agreement  represents  a  like-kind  use  to  the  existing  or  the  immediate  prior  use 
of  the  facility; 

3.  Assignments  and  Subleases: 

Staff  is  authorized  to  consent  to  assignments  and  subleases  on  a  form  approved  by 
the  City  Attorney  and  provided  the  terms  and  conditions  of  the  sublease  or 
assignment  comply  with  the  terms  and  conditions  of  the  Lease; 

4.  As-ls  Execution: 

The  tenant  executes  the  Port's  standard  form  agreement  with  no  alterations  except 
for  minor  changes  approved  by  the  City  Attorney  or  changes  in  insurance 
requirements  approved  by  the  City  Risk  Manager; 

5.  Term  Limits: 

The  term  of  the  agreement  does  not  exceed  five  (5)  years,  except  for  those  leases  in 
the  Fisherman's  Wharf  Seafood  Center  at  Pier  45  Sheds  B  and  D  that  have  a 
maximum  lease  term  often  (10)  years  (Port  Resolution  No.  94-122;  Amended 
February  28,  2006,  by  Resolution  No.  06-15).  Leases  for  telecommunication  sites 
may  be  up  to  nine  (9)  years  (Port  Resolution  No.  96-123); 

6.  Select  Tenant  Improvement  Allowance: 

Port  staff  has  the  authority  to  issue  tenant  improvement  allowances  for  floor  and  wall 
coverings  if  those  credits  do  not  result  in  the  net  rent  over  the  term  of  the  lease  to  be 
below  the  Minimum  Net  Effective  Rental  Rates  found  in  the  Rental  Rate  Schedule. 
Allowances  for  paint  (amended  June  8,  2010  by  Resolution  37-10)  up  to  a  maximum 
of  $3.50  per  square  foot,  and  for  floor  covering,  up  to  a  maximum  of  $5.00  per 
square  foot  (amended  July  10,  2012  by  Resolution  12-52),  are  allowable  when:  1) 
new  paint  and/or  floor  covering  is  necessary  in  order  to  lease  space  in  full  service 
office  buildings;  and  2)  Port  staff  is  unable  to  perform  such  work  prior  to  the 
proposed  lease  commencement  date.  These  allowances  are  considered  "landlord's 
work."  therefore;  such  work  is  not  included  in  calculating  the  minimum  Initial  Lease 
Rental  Rates; 

7.  Limited  Early  Entry: 

One  month  early  entry  for  each  year  of  lease  term  may  be  granted,  up  to  three 
months,  for  the  purpose  of  space  preparation  (not  to  exceed  three  months), 
(amended  July  14,  2009  by  Resolution  No.  09-34); 

8.  Large  Land  Discount: 

Port  staff  is  authorized  to  offer  a  5%  discount  for  land  transactions  with  a  minimum 
premises  of  43,560  square  feet  and  a  minimum  term  of  36  months  (Amended  June 
8,  2010  by  Resolution  10-37);  and 

9.  Reporting  to  Port  Commission: 

Port  staff  provides  a  monthly  report  to  the  Port  Commission  indicating  Leases, 
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Licenses,  Memorandums  of  Understanding,  consents  to  sublease,  and  assignments 
executed  pursuant  to  this  policy. 

The  Port's  leasing  policy  provides  for  an  annual  update  of  the  Rental  Rate  Schedule. 
The  Schedule  sets  ranges  of  minimum  lease/license  rental  rates  per  square  foot  and 
ranges  of  Minimum  Net  Effective  Rental  Rates  per  square  foot  (if  any  rent  credits  are  to 
be  provided)  by  type  of  use  and  facility  for  office,  shed  and  industrial  space.  The 
current  Rental  Rate  Schedule  is  attached  hereto  as  Exhibit  A. 

Market  Summary 

San  Francisco's  unemployment  rate  in  January  2013  was  6.8%  up  from  6.5%  in 
December  2012.  In  1Q  2013  San  Francisco  full  service  office  asking  rental  rates  for 
Class  A  buildings  averaged  $4.50  per  square  foot,  $54.1 1  annualized;  for  Class  B 
buildings,  $3.86  per  square  foot,  or  $46.32  annualized;  and  for  Class  C  buildings,  $3.26 
per  square  foot,  or  $39.17  annualized.  The  San  Francisco  office  market  continues  to 
improve  at  a  steady  pace.  Net  absorption  (the  change  in  occupied  space)  for  San 
Francisco  was  a  positive  367,259  square  feet  in  the  first  quarter.  Asking  rents 
strengthened  and  are  on  track  to  grow  at  a  steady  pace  through  2013.  (source:  cb  Richard  bus 

10  San  Francisco  office). 

The  demand  for  space  along  the  waterfront  is  high.  The  Port's  current  office  vacancy 
rate  is  about  8%  (excludes  facilities  in  the  America's  Cup  Host  Venue  Agreement)  which 
is  lower  than  the  citywide  office  vacancy  rate  of  approximately  9.5%.  The  Port's 
combined  average  vacancy  rate  for  office  and  warehouse  is  1 .5%.  Comparatively,  the 
Port's  1 Q  201 2  office  vacancy  rate  was  1 0.0%  and  the  citywide  office  vacancy  rate  was 

9.8% .  (Source:  CB  Richard  Ellis  01  2013  San  Francisco  Office  Report  &  SF  Port  Leasing  Activity  Report  10  2013). 

Port  staff  has  reviewed  available  commercial  data  including  market  comparable  of 
similarly  situated  properties  to  that  of  Port  properties,  the  results  of  which  are  included 
in  a  table  on  page  8  of  this  report;  CB  Richard  Ellis  San  Francisco  Office  Submarket 
Report  1Q  2013.  Port  staff  also  reviewed  Port  leasing  activity  for  the  prior  1 2  months 
(included  as  Exhibit  B).  This  data  demonstrates  that  the  Port's  current  Rental  Rate 
Schedule  is  generally  in-line  with  current  market  conditions.  However,  there  are  some 
rates,  as  indicated  below,  that  Port  staff  recommends  changing  to  better  reflect  the 
current  market  conditions. 

Staff's  proposed  Fiscal  Year  2013-14  Monthly  Rental  Rate  Schedule  is  attached  as 
Exhibit  C.  The  Port  has  contracted  with  Keyser  Marston  Associates  (KMA),  a  third  party 
consultant,  to  review  the  proposed  Fiscal  Year  2013-14  Monthly  Rental  Rate  Schedule. 
The  KMA  report  is  attached  to  the  end  of  this  report. 

Port  staff  continues  to  have  the  authority  to  negotiate  higher  rates  than  those  found  in 
the  Rental  Rate  Schedule  and,  conversely,  staff  has  the  flexibility  to  quote  rates  in  the 
mid-range  or  lower  range  of  the  Rental  Rate  Schedule  when  justified,  for  properties  that 
may  be  physically  sub-standard  or  oddly  configured.  In  the  majority  of  transactions,  Port 
staff  successfully  negotiates  rates  above  the  Minimum  Monthly  Rent  Parameters. 
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Office  buildings  are  classified  according  to  a  combination  of  location  and  physical 
characteristics.  Class  B  and  Class  C  buildings  are  always  defined  in  reference  to  the 
qualities  of  Class  A  buildings.  There  is  no  formula  for  classification  but  rather  buildings 
are  evaluated  subjectively. 

The  majority  of  Port-managed  office  spaces  primarily  fall  into  the  Class  C  category  of 
office  space  with  the  exception  of  the  Roundhouse  Plaza,  Pier  9,  Pier  26  Annex,  Pier 
331/2,  and  Pier  35,  which  are  considered  Class  B.  Note  that  the  Port's  portfolio  contains 
Class  A  space  that  is  managed  by  master  tenants  and  not  subject  to  the  Port's  Rental 
Rate  Schedule  such  as  the  Ferry  Building,  Pier  1 ,  Pier  1  Vz,  and  Piers  3  and  5. 

Class  A  office  space  can  be  characterized  as  buildings  that  have  excellent  location  and 
access,  attract  high  quality  tenants,  and  are  managed  professionally.  Building  materials 
are  of  high  quality  and  rents  are  competitive  with  other  new  buildings.  Class  A  office 
buildings  are  usually  located  in  central  financial  districts  with  higher-end  amenities  and 
lobbies.  Class  A  office  buildings  are  usually  steel-framed  and  tall.  Current  rental  rates 
for  Class  A  office  full  service  space  in  San  Francisco's  Financial  District  average  $4.50 
per  square  foot  per  month  or  $54.1 1  annualized.  In  the  submarket  of  Jackson 
Square/North  Waterfront,  rates  are  $3.62  per  square  foot  per  month  or  $43.50 
annualized.  The  Port  does  not  directly  manage  any  Class  A  office  buildings.  (Source:  cb 

Richard  Ellis  1Q2013  San  Francisco  Office). 

Class  B  buildings  have  good  (versus  excellent)  locations,  management  and 
construction,  and  tenant  standards  are  high.  Class  B  buildings  have  very  little  functional 
obsolescence  and  deterioration.  In  practical  terms,  Class  B  buildings  are  usually  newer, 
wood-framed  buildings  or  older  and/or  former  Class  A  buildings.  Class  B  office  buildings 
are  usually  three  stories  or  less.  The  average  San  Francisco  Class  B  full  service  office 
rents  as  of  1 Q  201 3  range  from  $3.1 3  to  $3.86  per  square  foot  per  month  or  $37.56  to 

$46.32  tO  per  Square  fOOt  annualized.  {Source:  CB  Richard  Ellis  1Q  2013  San  Francisco  Office).  The  Port 

has  approximately  1 50,000  square  feet  of  Class  B  office  space. 

Comparatively,  the  average  Port  of  San  Francisco  Class  B  net  and  full  service  office 
space  for  the  1 Q  201 3  ranges  from  $2.25  to  $4.1 5  per  month  or  $27.00  to  $49.80  per 
square  foot  annualized.  The  range  is  somewhat  wider  than  the  overall  City  average  the 
due  largely  to  the  fact  that  the  Port  manages  both  full  service  and  net  Class  B  offices  in 
both  the  northern  and  southern  waterfront.  Typically,  office  located  in  the  southern 
waterfront  command  a  lower  rate  due  to  the  remote  location  away  from  transportation 

and  Other  lOCal  amenities.  (Source:  Port  of  San  Francisco  Lease  Activity  Exhibit  B) 

Class  C  buildings  are  typically  15  to  25  years  old  but  are  maintaining  steady  occupancy. 
The  Port  has  1 80,000  square  feet  of  Class  C  office  space.  A  fair  number  of  the  Class  C 
office  spaces  in  the  Port's  inventory  are  not  truly  office  buildings  but  rather  walk-up 
office  spaces  above  retail  or  service  businesses.  The  average  San  Francisco  Class  C 
net  and  full  service  office  space  for  the  same  period  shows  rental  rates  averaging  $3.26 
per  square  foot  per  month  or  $39.16  per  square  foot  annualized.  Note  that  the  majority 

Of  these  are  full  Service  leases.  (Source:  CB  Richard  Ellis  10  2013  San  Francisco  Office). 

In  1 Q  2013  the  average  Port  of  San  Francisco  Class  C  net  and  modified  net  office 
space  for  the  same  period  ranges  from  $1 .75  to  $2.66  per  square  foot  per  month  or 
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$21 .00  to  $31 .92  per  square  foot  annualized.  The  reason  that  the  Port  average  is  lower 
than  the  City  is  because  90%  of  Port  Class  C  space  is  located  in  the  Southern 

Waterfront  further  away  from  dOWntOWn.   (Source:  Port  of  San  Francisco  Lease  Activity  Exhibit  B) 

The  Port's  Class  C  per  square  foot  range  is  one-third  lower  than  the  overall  City 
average  in  part  due  to  the  variety  of  geographic  locations  in  which  the  Port's  Class  C 
office  spaces  are  located  and  the  majority  are  net  leases  rather  than  full  service  leases. 
The  Port's  seven  miles  of  waterfront  has  some  offices  near  public  transportation,  close 
to  downtown,  and  other  amenities.  Typically  these  offices  are  located  in  the  northern  or 
central  waterfront  and  therefore  command  higher  rental  rates,  which  are  more  in  line 
with  the  City's  Class  C  rates.  However,  the  bulk  of  the  Port's  Class  C  office  space  is 
located  in  more  remote  areas  of  the  waterfront  such  as  the  southern  waterfront  where 
rental  rates  are  slightly  lower  on  and  off  of  Port  property.  Additionally,  Port  Class  C 
offices  are  usually  leased  on  a  triple  net  basis  which  typically  adds  $1 .00  to  $1 .25  per 
square  foot  in  additional  expenses  to  tenant's  rental  payments.  Modified  net  leases 
include  common  area  janitorial  services.  The  majority  of  City  Class  C  offices  are  leased 
at  full  service  rates  that  include  janitorial  and  maintenance  services  and  therefore 
command  a  higher  price. 


Qt 2013 


Total 

Total 

Total 

Total 

Average 

Vacancy 

Total 

Availability 

Direct 

Sublease 

Asking 

01  Net 

TTONet 

Sub  market 

NU 

%' 

Vacant  SF 

% 

Available 

Available 

Rote- 

Absorption 

Absorption 

Financial  District 

26,238,935 

B.6% 

2,256,513 

12  8% 

2,935,141 

429,832 

SSI  98 

(97,938) 

(97,938) 

C  ess  A 

19.654.154 

8.5"* 

1.669,513 

12.7% 

2.164.384 

336,825 

$54.11 

137.764S 

137.784! 

C  ess  5 

5.363.531 

9.4% 

562  426 

14.3% 

73*. 09- 

9'  .332 

S46  43 

41  252 

41.252 

C  ess  C 

72.1,270 

3.4% 

24.574 

5  7% 

3'  666 

\675 

$39.17 

(1.426) 

1'  426) 

South  Financial  District 

20,307,521 

7.7% 

1 ,377,688 

13  5% 

2,367,242 

397,546 

853.14 

1 16,248 

1 1  6,248 

C  oss  A 

17.114.067 

6.6% 

'.13C.156 

12.0% 

•.£5"  443 

364.634 

$54  52 

'  79.73c 

'  79,736 

Coss  3 

2.502.' 56 

13.0% 

347,551 

16."% 

384  801 

28.310 

$47.10 

59.213) 

(59713) 

C  ass  C 

330. 508 

12.1% 

1 00.28' 

16.3% 

1 30  993 

4.596 

$43  44 

{4.275i 

(4.2751 

CSD* 

46.746,476 

8.2% 

3.834,501 

1  3.1% 

5,302,383 

827.378 

$52.49 

18.310 

18,310 

Clcss  A 

36.768  22' 

7.6% 

2.799.669 

12.3% 

4.0*5.827 

70"  .459 

$54  32 

41,972 

41.972 

Ciass  6 

8,426,237 

10.8% 

909.977 

14.7% 

1,1 15  892 

119.648 

$46  61 

f,  7.961) 

(17,961) 

Closs  C 

1.55!  0e 8 

8.0% 

1  24,355 

11.4% 

6.27 1 

$41  45 

,5,701 1 

(5.701) 

North  Waterfront/Jackson  i^ 

4,041,744 

8.3% 

41 1,855 

1  3  4% 

544,473 

1 1  8,245 

$41 .92 

68,1  1  4 

68,1 1  4 

Cess  A 

1.574.21" 

4  5% 

71.0C2 

5.7% 

f *  002 

1 8.001 

$43  50 

54  342 

54.342 

Clcss  3 

2,729.474 

10.3% 

280.174 

16.2% 

343.345 

94.999 

$4!  33 

28.058 

28.068 

Class  C 

528  05' 

9.5% 

60.679 

20.4% 

125.106 

5.245 

$40  55 

114,806! 

i14,895! 

5  out*  a*  Mo'Kt* 

6,33  1 ,1  50 

4.5% 

284,572 

9.6% 

462,1  35 

544.97! 

$53,91 

(50,369? 

(50,369) 

Clcss  A 

2.582,326 

4  3% 

110,873 

6.7% 

1 34,60* 

39,696 

353  09 

26.9COj 

(25,903) 

Class  3 

2.350.235 

5.7% 

161.061 

14.4% 

3*4,896 

95.160 

353  25 

27.589; 

127.5891 

Class  C 

398,589 

1.4% 

12.C38 

2  5% 

1 2,638 

10,1 19 

$43  09 

4,1 20 

4.*  20 

Verba  Buera 

3,277,532 

7  4% 

241 ,8  5  9 

1  9  S% 

623,440 

24.1  55 

$49  35 

77,564 

77,564 

C  lass  A 

'28.00* 

S  0% 

80. Ps 

29.7% 

276  060 

$53  07 

*  16.237 

•  16287 

Closs  3 

1.937.716 

6.5% 

132^62 

16.4% 

204,453 

24,155 

$43  85 

34.881] 

•34  88* | 

"  °  i  ~ 

4 1  !  5C5 

7.1% 

29.22  1 

1 2.9% 

52.922 

$42  CO 

(3.342) 

13 .84  2 1 

South  of  Ma'ket  West 

3,346,803 

1  4  4% 

481 ,81 1 

24  8% 

830,342 

0 

$42.79 

9,841 

9,841 

Clcss  A 

1,256.043 

9.7% 

1 25.976 

29.3% 

380  383 

545.15 

24.438, 

Clcss  B 

I.3W.94C 

25/% 

349  5*' 3 

0 

$4!  5" 

34.S-4 

34,474 

Clcss  C 

555.320 

9.9% 

64.890 

1 5.4% 

103,941 

0 

340  83 

1395) 

:395l 

Mtisron  flay/China  Bos  a 

2,510,383 

1  8.6% 

467,466 

20  8% 

475,972 

46,1  57 

$63  1 1 

(1  5,5571 

(1  5,557) 

Cass  A 

2.51C.3S3 

18.6% 

467  406 

20.9% 

475  072 

46.157 

S63.1 1 

1 5.557S 

il  5.557) 

Pot'ero  Hill 

1 ,914,652 

1  6.7% 

319,868 

1  7.8% 

315,498 

25,242 

347.46 

1 .365 

1 ,365 

Clcss  A 

257,109 

5.5% 

14.250 

5.5% 

14,250 

$49.63 

16,147 

16,"  47 

Closs  5 

1.221.209 

20.2% 

21.3% 

255  89- 

343  33 

!79S1 

:795( 

Closs  C 

436.334 

13.4% 

;b!607 

16.0% 

53.607 

10,992 

$43  55 

'13,986i 

(13,986! 

Cmc  Center/Van  Ness 

!, 8*6,102 

It. 3% 

212,902 

13.7% 

228,293 

30,631 

$38.37 

11,126 

1 1,126 

Clcss  A 

609,236 

S.S% 

53,778 

13.4% 

69,169 

12.312 

$42.03 

51.406 

11.406 

Clcss  8 

316.08* 

7.6% 

62.265 

9.9% 

62.265 

18.319 

$37  3** 

:280l 

'2821 

C  lcss  C 

460.985 

21,0% 

96,359 

21.0% 

95,859 

$32.11 

0 

0 

Union  Square 

3,693,840 

7.3% 

268,563 

11.3% 

366,990 

48,802 

$45.74 

{19,544! 

(39,5*4) 

Closs  A 

335.200 

2.3% 

7.802 

2.6% 

6.819 

1,783 

$47  S3 

0 

0 

Clcss  3 

2,317.035 

5.3% 

135^513 

10.6% 

205,869 

40,413 

$46 ,58 

•25,1805 

(25,180) 

Clcss  C 

1.043.564 

12.0% 

125.243 

15.4% 

1  54.302 

6,606 

$43.21 

;14.364i 

(14,364! 

pan  Francisco  Office  Market 

74,650,881 

t.7% 

6,523,337 

14.0% 

9,150,026 

1,265,583 

t90.7» 

80,850 

•0,850 

Clcss  A 

46.860, ?3e 

8.0% 

3.730.932 

13.4% 

5.429  838 

833.658 

S54  33 

1 73.359 

'73.959 

Clcss  3 

10.2% 

2.219.42S 

15.4% 

2.943  149 

392  c53 

$46  33 

'43.945! 

;43.945i 

Class  C 

6,097,116 

9.4% 

572.997 

13.3% 

772.039 

39C34 

$41  45 

49.0641 

i43.C64i 

Industrial  And  Warehouse 

The  Bay  Area  has  approximately  159  million  square  feet  of  warehouse  rental  space, 
which  is  divided  into  four  primary  regions:  The  East  Bay  I-80/880  Corridor  has  the 
majority  of  the  warehouse  rental  space,  then  Santa  Clara  County  and  San  Mateo 
County  followed  by  San  Francisco,  which  represents  approximately  12%  of  the  total  Bay 
Area  warehouse  rental  space.  The  San  Francisco  industrial  market  consists  of  three 
major  sub-markets:  Mission/South  of  Market  (SOMA),  3rd  Street  Corridor/Potrero  Hill  and 
Bayview/lndia  Basin.  The  combined  total  building  inventory  for  industrial  use  in  these 
zones  is  approximately  19.3  million  square  feet,  more  than  three  quarters  of  which  is 
located  in  the  Mission/SOMA  and  3rd  Street  Corridor/Potrero  Hill  areas.  (Source:  Cassidy  Turley 

1Q2013WarehouseMarket  Bay  Area) 
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The  Port's  industrial  properties  have  various  levels  of  improvements  including  partitions, 
fencing,  electrical  service,  plumbing,  etc.  These  industrial/warehouse  spaces  are 
typically  leased  under  "net"  leases  with  space  defined  as  "gross  leasable  area." 
Demand  for  Port  warehouse  and  industrial  space  has  strengthened  through  1Q  2013. 

The  majority  of  Port  warehouses  are  categorized  as  Class  C.  These  spaces  lack 
loading  docks,  attached  office  space,  non-permeable  concrete  floors,  and  share  a 
common  drive  aisle.  Despite  the  limited  infrastructure,  the  Port  has  been  able  to 
negotiate  rental  rates  comparable  to  those  of  private  landlords.  The  previous  twelve- 
month average  Port  rates  have  been  $0.85  to  $1 .25  per  square  foot  or  $10.20  to  $15 
per  square  foot  annualized.  This  is  higher  than  current  comparable  rental  market 
conditions  as  discussed  below. 

The  San  Francisco-Bay  Area  industrial  and  warehouse  market-wide  vacancy  rate  stood 
at  8.75%  at  the  end  of  the  1 Q  201 2  compared  to  7.96%  1 Q  201 3.  Average  asking  rents 
vary  by  submarket  from  $0.39  to  $0.78  per  square  foot  per  month,  gross.  The  current 
Port  rents  for  warehouse  space  range  from  $0.75  to  $1 .25  per  square  foot  or  $1 0.20  to 
$15  annualized.  Despite  limited  infrastructure  of  Port  warehouse  properties,  staff  has 
been  able  to  negotiate  rates  above  the  San  Francisco  average.  During  the  prior 
reporting  period,  1Q  2012,  the  Port's  industrial  and  warehouse  vacancy  was  2.3%.  The 
Port's  current  warehouse  vacancy  rate  is  0.3%  (excludes  facilities  in  the  America's  Cup 
Host  Venue  Agreement).  The  Port's  combined  average  vacancy  rate  for  office  and 

warehouse  is  1 .5%  (Source:  Cassidy  Turley  Bay  Area  Warehouse  Report  1Q  2013&  Port  Leasing  Activity  Report  10 
2013) 


Bay  Area  First  Quarter  2013 


Inventory 

Sublet 
Vacant 

Direct 
Vacant 

Vacancy 
Rate 

Current 
Net 
Absorption 

YTD  Net 
Absorption 

Under 
Construction 

Average 
Asking 
Rent 

Submarket 

SF  County 

20,345,162 

83,072 

1 ,052,939 

5.58% 

73,249 

73,249 

0 

$0.78 

San  Mateo 
County 

40,788,361 

432,769 

2,676,588 

7.62% 

648,000 

648,000 

0 

$0.71 

East  Bay 
Oakland 

74,175,132 

1,047,110 

4,933,902 

8.06% 

9,498 

9,498 

0 

$0.39 

Santa 
Clara 
County 

31,267,798 

223,104 

2,807,663 

9.69% 

4,605 

4,605 

0 

$0.51 

TOTAL 

166,576,453 

1 ,786,065 

11,471,092 

7.96% 

735,352 

735,352 

0 

$0.53 

(Source:  Cassidy  Turley  Bay  Area  Warehouse  Report  1Q  2013) 


Monthly  Rental  Rate  Schedule 

The  Fiscal  Year  2013-14  Monthly  Rental  Rate  Schedule  presented  for  Port  Commission 
review  and  approval  provides  two  sets  of  rental  rate  ranges.  The  first,  entitled  Minimum 
Initial  Lease  Rental  Rates,  represents  the  market  rent  range  for  the  first  year  of  the 
lease.  The  second,  entitled  Minimum  Net  Effective  Rental  Rates,  represents  the  net 
effective  rent  calculated  and  applied  over  the  lease  term  after  rent  credits  for  flooring 
and  wall  coverings  are  amortized  over  the  term  of  the  lease.  The  proposed  Monthly 
Rental  Rate  Schedule  for  Fiscal  Year  2013-14  is  attached  hereto  as  Exhibit  C. 
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Port  leases,  licenses,  and  Memorandums  of  Understanding  are  annually  indexed  by 
either  the  Consumer  Price  Index  (CPI)  or  fixed  rate  adjustments  currently  ranging  from 
2.5%  to  3.5%.  The  Port  may  increase  the  rental  rates  more  frequently  with  30-days 
written  notice  if  the  agreement  is  on  month-to-month  holdover  status. 

Proposed  Changes  to  Fiscal  Year  2013-14  Monthly  Rental  Rate  Schedule 

Port  staff  proposes  changes  to  the  Fiscal  Year  2013-14  Monthly  Rental  Rate  Schedule 
for  office  and  industrial  shed  space  consistent  with  review  of  the  market  rates. 

The  following  changes  are  proposed: 

1 .  The  following  office  properties  are  currently  in  high  demand  and  are  experiencing 
limited  vacancy  rates.  Staff  recommends  revising  minimum  monthly  rents  for  these 
locations  in  recognition  of  demand  and  limited  vacancy  at  these  locations. 

Office  Class  B  Gross  Leases 


Item  # 

Facility 

From  Minimum  Rate  per 
sq.  ft.  /  month 

New  Minimum  Rate 
jper  sq.  ft.  /  month 

a) 

Roundhouse 

$2.25 

$2.50 

Office  Class  B  Net  Leases 

Item  # 

Facility 

From  Minimum  Rate  per 
sq.  ft.  /  month 

New  Minimum  Rate 
per  sq.  ft.  /  month 

a) 

Pier  9  Bulkhead  Bldg. 

$2.50 

$3.00 

b) 

Pier  9  office 

$2.25 

$2.75 

c) 

Pier  26  Annex  Bldg. 

$2.50 

$3.00 

Office  Class  C  Net 

ltem# 

Facility 

From  Minimum  Rate  per 
sq.  ft.  /  month 

New  Minimum  Rate 
per  sq.  ft.  /  month 

a) 

Pier  9  Studio/office 

$1.75 

$2.25 

b) 

Pier  23  Bulkhead 

$1.25 

$2.00 

c) 

Pier  29  Annex  Bldg. 

$1.35 

$2.50 

d) 

Pier  54  office 

$1.45 

$1.60 

e) 

601  Cesar  Chavez 

$1.00 

$1.25 

f) 

490  Jefferson  Street 

$1.25 

$2.25 

g) 

Office  Storage  all  facilities 

$1.00 

$1.50 

2.  The  following  Industrial/warehouse  shed  and  land  properties  generate  high  demand. 
Real  Estate  staff  recommends  revising  minimum  monthly  rents  for  these  locations: 
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Pier  Shed  and  Land: 


Northeast  Waterfront 


Item  # 

Facility 

From  Minimum  Rate  oer 

1     1  w  III    III  1  1  1  1  1  1  1  Vf  III    11  Vl  IV  MVl 

sq.  ft.  /  month 

New  Minimum  Rate 

l«WVV    IVI 1  1  ■  1 1  1  1  U  1  1  ■    1  lUlv 

per  sq.  ft.  /  month 

a) 

Piers  9 

$1.25 

$1.50 

b) 

Pier  33-35 

$0.85 

$0.95 

c) 

Piers  19 

$0.85 

$1.25 

d) 

Pier  23 

$0.85 

$1.25 

e) 

Pier  29 

$0.00 

$1.25 

South  Beach/China  Basin 


Item  # 

Facility 

From  Minimum  Rate  per 
sq.  ft.  /  month 

New  Minimum  Rate 
per  sq.  ft.  /  month 

a) 

Pier  26-28 

$0.85 

$0.95 

b) 

Pier  40 

$0.85 

$0.95 

c) 

Pier  48 

$0.90 

$1.25 

d) 

Pier  54 

$0.75 

$1.25 

e) 

Pier  50 

$0.85 

$1.25 

Southern  Waterfront 


Item  # 

Facility 

From  Minimum  Rate  per 
sq.  ft.  /  month 

New  Minimum  Rate 
per  sq.  ft.  /  month 

a) 

SWLs  343  &  354 

$0.75 

$0.85 

b) 

SWL  345 

$0.75 

$0.85 

c) 

Pier  80  M&R  (non  Maritime) 

$0.75 

$0.95 

d) 

Pier  92  &  SWLs  344  &  349 

$0.75 

$0.85 

e) 

Pier  96  M  &  R 

$0.75 

$0.90 

Open  Land  and  Pier  Uses 


Industrial  Gross  Leases 


Item  # 

Facility 

From  Minimum  Rate  per 
sq.  ft.  /  month 

New  Minimum  Rate 
per  sq.  ft.  /  month 

a) 

Unpaved  Land 

$0.22 

$0.30 

b) 

Paved  Land 

$0.25 

$0.35 

c) 

Improved  Land 

$0.30 

$0.40 

d) 

Submerged  Land 

$0.11 

$0.16 

e) 

Aprons 

$0.25 

$0.35 

3.  The  rental  rates  at  Pier  45  Fish  Processing  Center  were  last  adjusted  in  2012.  Port 
staff  recommends  adjustments  in  the  following  rate  categories  to  better  reflect 
current  market  conditions  in  the  fishing  industry. 


Fishing  Industry  Pier  Shed  and  Land 


ltem# 

Facility 

From  Minimum  Rate  per 
sq.  ft.  /  month 

New  Minimum  Rate 
per  sq.  ft.  /  month 

a) 

Pier  45  Sheds 

$0.80 

$0.95 

b) 

Fish  Gear  Storage 

$0.25 

$0.30 

c) 

Non-Berth  Holders 

$0.30 

$0.45 

d) 

Aprons 

$0.22 

$0.24 

e) 

Fish  Gear  Storage  Non- 
Berth  Holders 

$0.45 

$0.55 

(Research  sources:  Port  of  San  Francisco,  Santa  Cruz  Harbor,  Pilar  Point  Harbor,  Spud  Point  Harbor,  Mono  Bay  Harbor,  Crescent 
City  Harbor) 


4.  Color  Curb  Program 

Due  to  the  emerging  neighborhoods  in  the  Southern  Waterfront,  the  Port  is  establishing 
guidelines  and  pricing  for  colored  curbs  in  the  Southern  Waterfront.  Color  Curb  Zones  in 
the  Northern  Waterfront  and  in  front  of  the  Ferry  Building  will  continue  to  be  reviewed  by 
the  Port  on  a  case-by-case  basis. 

Tenants  and  non-tenants  whose  sidewalks/curbs  abut  Port  property  may  make  a 
request  to  have  a  color  zone  curb  designated,  following  the  color  curb  guidelines 
established  by  the  San  Francisco  Municipal  Transportation  Agency  (SFMTA, 
www.SFMTA.com). 

The  Port  has  a  long-standing  policy  of  charging  for  parking,  including  curb  zones, 
throughout  the  waterfront.  The  Port's  methodology  for  determining  the  fee  for  curb 
zones  has  been  to  charge  a  monthly  fee  which  is  equivalent  to  a  rate  that  the  Port 
would  otherwise  expect  to  receive  from  paid  parking  had  the  equivalent  curb  zone  been 
metered.  The  proposed  curb  rates  represent  amounts  which  are  lower  than  a  fully 
metered  space  would  be  with  the  expectation  that  the  Port  will  collect  some  additional 
metered  revenues  from  after  hours  and  special  event  usage. 

5.  White  Zones 

White  Zones  are  for  passenger  loading  and  unloading  with  a  time  limit  of  5  minutes. 
The  effective  time  that  the  white  zone  is  in  effect  may  vary  and  the  Port  may  meter  such 
zones  for  metered  parking  when  white  zones  are  not  in  use.  For  example,  meter  rates 
may  apply  on  evenings  and  weekends  when  offices  are  closed  and  special  events  are 
scheduled.  Posted  signs  and  sidewalk  stencils  are  used  to  indicate  flex  times.  As  a 
condition  of  the  white  zone  and  consistent  with  the  rules  of  the  SFMTA  the  driver  must 
remain  with  the  vehicle  at  all  times  with  limited  exceptions  at  daycare  centers  or  medical 
facilities. 
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Size  of  zone 

Application  fee 

Set  up  fee 

Monthly  Fee 

Additional  zone 

1  -22  feet 

$0 

$200 

$265 

$265/mo. 

Meter  charges  during  flex  time  will  be  priced  at  standard  meter  rates  for  the  surrounding 
area  and  will  be  posted  accordingly. 


6.  Yellow  Zones 

Yellow  zones  are  for  active  30  minute  freight  loading  and  unloading  only  by  commercial 
vehicles.  Yellow  zones  are  NOT  intended  for  long-term  parking  of  vehicles  with 
commercial  license  plates.  The  effective  times  of  yellow  zones  vary  and  are  indicated 
by  signs  on  the  meter  and/or  by  stencils  on  the  curb.  All  Yellow  Zones  will  be  metered 
and  charged  at  standard  meter  rates  for  the  surrounding  area  and  will  be  posted 
accordingly. 


Size  of  zone 

Application  fee 

Set  up  fee 

Monthly  Fee 

Additional  zone 

20-44  ft. 

$0 

$300 

$0 

$0 

7.  Blue  Zones 


Blue  Handicap  zones  are  dictated  by  the  Americans  with  Disabilities  Act  (ADA)  and 
assigned  and  installed  per  ADA  guidelines  and  requirements,  with  no  associated  fee. 

Telecommunications  Leases 

The  Port  may  enter  into  leases  for  telecommunication  sites  for  up  to  nine  years  without 
Port  Commission  approval  (Port  Commission  Resolution  No.  96-123).  Based  on  recent 
transactions,  Port  staff  is  recommending  a  minimum  rental  rate  of  $5,700.00  per  month 
for  each  fixed  site  and  $380.00  per  day  for  temporary  sites  for  up  to  sixty-days. 

Parking 

The  Port  operates  a  number  of  parking  facilities  where  the  Port  leases  individual  parking 
stalls  on  a  monthly  basis  totaling  374  stalls  with  annual  revenues  of  $546,806  as  of  May 
1 ,  2013  as  compared  to  the  same  period  last  fiscal  year  of  $477,996,  an  increase  of 
approximately  9%.  The  majority  of  the  stall  holders  are  Port  tenants.  A  map  is  attached 
as  Exhibit  D1  that  shows  the  location  of  those  facilities  at  which  the  Port  currently  offers 
monthly  parking. 

On  July  10,  2012,  by  Resolution  No.  12-52,  the  Port  Commission  approved  its  Fiscal 
Year  2012-13  Monthly  Parking  Stall  Rate  Schedule.  This  Monthly  Parking  Stall  Rate 
Schedule  is  presented  annually  to  the  Port  Commission  for  its  review  and  approval. 
Accordingly,  staff  herein  presents  this  Monthly  Parking  Stall  Rate  Schedule  for  Fiscal 
Year  2013-14  for  the  Port  Commission's  review  as  included  below. 

Since  the  last  parking  stall  rate  review,  the  parking  market  has  experienced 
improvement.  Port  staff  recently  conducted  a  survey  of  comparable  parking  facilities  in 
the  vicinity  of  Port  property  where  the  Port  rents  monthly  parking  stalls,  attached  hereto 
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as  Exhibit  D2.  The  survey  determined  that  the  monthly  parking  stall  rates  for  Port 
facilities  are  general  in-line  with  current  market  rates,  however  there  are  some 
categories  in  the  FY  2013-14  Parking  Rate  Schedule  that  staff  proposes  increasing  to 
better  reflect  current  market  conditions.  Please  note  that  the  parking  rates  in  this  report 
do  not  include  any  City  parking  tax,  currently  25%,  which  is  paid  by  the  stall  holder  and 
remitted  to  the  City  Tax  Collector. 


Proposed  Changes  to  FY  2013-14  Monthly  Parking  Rate  Schedule 


Site 

Parking  Type 

Current  Rate 

Proposed  Rate 

Increase 

(Tax 
Included) 

Rent 

Rent  & 
Tax 

Rent 

Rent 
&  Tax 

Agriculture 
Bldg 

Building  Tenant 

$316 

$395 

$320 

$400 

$5 

Pier  9 

Shed 

$272 

$340 

$280 

$350 

$10 

\A/harf  IQ 

vvriarT  JO 

oommerciai  i  enani 

$252 

$315 

$252 

$315 

vJ>U 

nesiaurani  i  enani 

$164 

$205 

$164 

$205 

vJ>U 

Fishina  Industrv  Tpnant 

$60 

$75 

$60 

$75 

$0 

Pier  45, 

QhoHc  A/P 

Commercial  Tenant 

$272 

$340 

$272 

$340 

$0 

Restaurant  Tenant 

$164 

$205 

$164 

$205 

$0 

Fishing  Industry  Tenant 

$60 

$75 

$60 

$75 

$0 

oeawan  lot 
302 

Commercial  Tenant 

$268 

$335 

$268 

$335 

$0 

Restaurant  Tenant 

v)>  I  D'f 

vj>  I  0*+ 

$0 

Sport  Fishing  Tenant 

$96 

$120 

$96 

$120 

$0 

Seawall  Lot 
303 

Commercial  Tenant 

$256 

$320 

$256 

$320 

$0 

Restaurant  Tenant 

$164 

$205 

$164 

$205 

$0 

Pier  28 

Shed 

$272 

$340 

$280 

$350 

$10 

Pier  80 

Admin  Bldg,  Uncovered 

$32 

$40 

$32 

$40 

$0 

Truck 

$124 

$155 

$124 

$155 

$0 

Pier  90 

Truck 

$126.4 

$158 

$126.4 

$158 

$0 

Pier  94 

Truck 

$124 

$155 

$124 

$155 

$0 

Pier  96 

Truck 

$124 

$155 

$124 

$155 

$0 

The  Port  makes  available  parking  stalls,  at  cost,  for  its  employees'  vehicles.  The  parking 
lot  operator  at  SWL  324  (Broadway  lot)  is  required  to  provide  40  parking  spaces  at  SWL 
324  for  Port  employees  at  no  cost  to  the  Port.  The  Port  has  converted  25  underutilized 
metered  spaces  on  Davis  Street  for  Port  employee  parking. 
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Proposed  Port  Employees  Monthly  Parking  Rate  for  FY  2013-14 


Facility 

For 

Current  Rate 

Proposed 
Rate 

Increase 

II  Ivl  vUwv 

(Tax 
Included) 

Rent 

Rent 
&Tax 

Rent 

Rent 
&Tax 

Seawall 
Lot  351 

Port  Commissioner, 
Executive  Director 

$128 

$160 

$140 

$175 

$15 

Employees  who  have  been 
granted  a  reasonable 
accommodation  under  the 
Americans  with  Disabilities 
Act 

$59.2* 

$74* 

$60.8* 

$76* 

$2 

Seawall 
Lot  324 

Employees  assigned  to  Pier 
1 ;  parking  available  for  one 
employee  vehicle  used  for 
commuting 

$59.2* 

$74* 

$60.8* 

$76* 

$2 

Pier  50 
or  at 
jobsite 

Employees  assigned  to  Pier 
50  or  whose  collective 
bargaining  agreement  allows 
for  free  parking;  one 
automobile  space  for  vehicle 
used  by  the  employee  for 
commuting  (no  boats,  trailers, 
three-axle  vehicles,  etc.) 

$0 

$0 

$0 

$0 

$0 

*The  rate  is  equivalent  to  the  cost  of  a  MUNI  monthly  pass  plus  $10.  It  will  be  adjusted 
correspondingly  to  future  MUNI  monthly  pass  increases.  Current  cost  of  MUNI  monthly 
pass  is  $64  and  will  be  increased  to  $66  effective  July  1 ,  2013. 


Proposed  Changes  to  the  FY  2013-14  Pier  52  Parking  Meter  Rate  Schedule 


Site 

Type 

Current  Rate 

Proposed  Rate 

Increase 

Pier  52  Boat 
Launch 

Uncovered 
Parking 

$1.25 
/hr/vehicle 

$1.25 
/hr/vehicle 

$0 

Pier  52  Boat 
Launch 

Uncovered 
Parking 

$5  /24hrs  w/ 
boat  trailer 

$5  /24hrs  w/ 
boat  trailer 

$0 

Note:  Staff  is  continually  reviewing  parking  meter  revenue  and  Pier  52  meter  charges 
may  be  increased  in  the  future. 

Special  Events  And  Filming 

The  Port's  seven  and  one  half  (7.5)  miles  of  waterfront  property  is  a  popular  venue  for 
special  events  and  filming  projects  produced  each  year  in  the  City.  Among  the  most 
notable  special  events  are  Fleet  Week,  4th  of  July  Celebration  and  Fireworks,  Sunday 
Streets,  New  Year's  Eve,  Giant's  Fanfest  and  the  Nike  Women's  Marathon. 
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A  number  of  major  motion  pictures  and  television  series  have  been  produced  on  Port 
property  including  the  episodic  television  series  produced  by  HBO  and  the  Woody  Allen 
feature  Blue  Jasmine. 

The  Port  is  also  very  popular  with  advertisers  that  account  for  the  majority  of  still  photo 
shoots  that  occur  at  the  Port.  From  elegant  fashion  and  auto  ads  located  at  Pier  7  to  the 
more  urban  industrial  projects  shot  in  the  Southern  Waterfront,  the  Port  offers  a  variety 
of  locations  sought  after  by  creative  photographers. 

In  order  to  standardize  film  and  photography  related  fees  charged  for  various  Port 
facilities,  Port  staff  has  established  a  Special  Event  and  Filming  Fee  Schedule.  The 
schedule  is  reviewed  annually  to  reflect  current  market  conditions  and  submitted  to  the 
Port  Commission  for  re-approval. 

There  are  several  recurring  Special  Events/Uses  that  have  a  strong  maritime  or 
community  connection  to  the  Port  of  San  Francisco  and  have  customarily  been  given 
either  a  fee  waiver  or  fee  reduction  by  the  Port  Commission  on  an  ad  hoc  basis.  In  order 
to  streamline  the  administrative  process  and  costs  associated  with  preparing  individual 
Port  Commission  Agenda  Items  for  each  event,  staff  recommends  that  the  Port 
Commission  approve  the  recommended  fees  for  these  events. 

1 .  Proposed  Fee  Waiver:  4th  of  July  Celebration;  Fleet  Week;  City's  New  Year's  Eve 
Celebration  and  Madonna  Del  Lume. 

2.  Ongoing  Fee  Reductions:  Small  Boat  Fishing  Gear  Swap  Meet,  $300  versus  $2,000; 
and  Delancey  Street  Christmas  Tree  Lot,  $3,528  versus  $7,055. 

The  methodology  for  deriving  the  fees  described  in  the  Special  Events  and  Filming  Fee 
Schedule  is  a  combination  of  market  research,  continuous  dialog  with  special  events 
promoters  and  the  Port's  own  experience  at  negotiating  fees. 

In  Fiscal  Year  2012-13  special  events  and  filming  generated  a  combined  total  of 
$45,342  in  revenues  to  the  Port  (as  of  May  2013).  Of  this  amount,  special  events 
generated  $43,528  and  filming  $1 ,81 4.  Much  of  the  film  permitting  is  done  by  the  Film 
Commission  and  those  fees  are  retained  by  the  Film  Commission. 

Proposed  FY  2013-14  Special  Event  And  Filming  Rate  Schedule 

Port  staff  recommends  increases  to  the  FY  2013-14  Special  Event  and  Filming  Rate 
Schedule,  which  is  listed  on  Exhibit  E.  The  proposed  increases  are  for  activities  at  Pier 
30/32  and  Pier  48. 
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Informational  Only  -  No  Action  Required 

Port  staff  will  return  to  the  next  Commission  meeting  and  recommend  that  the  Port 
Commission  approve  the  Fiscal  Year  2013-14  Monthly  Rental  Rate  Schedule,  Monthly 
Parking  Stall  Rates  (monthly  parking  stall  schedule  in  staff  report),  and  Special  Event 
and  Filming  Rates,  attached  hereto  as  Exhibit  C  and  E.  If  approved  at  the  Port 
Commission  June  1 1 ,  2013  meeting,  the  Fiscal  Year  2013-14  rates  would  take  effect  on 
July  1,2013. 


Prepared  by:  Jeffrey  A.  Bauer,  Senior  Leasing  Manager 
For:  Susan  Reynolds,  Director  of  Real  Estate 


ATTACHMENTS: 


Exhibit  A 
Exhibit  B 
Exhibit  C 
Exhibit  D1 
Exhibit  D2 
Exhibit  E 
Exhibit  F 
Exhibit  G 


2012-2013  Minimum  Monthly  Rental  Rate  Schedule 
Port  Active  Office  and  Warehouse  Rental  Transactions 


2013-2014  Minimum  Monthly  Rental  Rate  Schedule 
Parking  Facilities  Located  in  the  Vicinity 


Parking  Facilities  Located  in  the  Vicinity 


2013-2014  Special  Events  and  Filming  Fee  Schedule 
Office,  Bulkhead  Office  and  Pier  Shed  Vacancy  Rate 
Keyser  Marston  Memorandum 
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Exhibit  A 


2012-13  M1NINUM  MONTHLY  RENTAL  RATE  SCHEDULE* 


TYPE  OF  USE  & 
TYPE  OF  LEASE 


CLASS  &  LOCATION 
OF  FACILITY/SPACE 


MINIMUM 
INITIAL  LEASE 
RENTAL  RATES 
Monthly  Per  Sq.  Ft. 


MINIMUM 
NET  EFFECTIVE 
RENTAL  RATES 
Monthly  Per  Sq.  Ft.* 


OFFICE  SPACE  USES: 


FULL  SERVICE  GROSS  LEASES:  CLASS  B 


NET  LEASES: 


OFFICE  STORAGE 


Roundhouse  Plaza 

$2.25 

-  2.75 

$2.00 

-  $2.50 

CLASS  C 

A  onf*i llti irp  RinlHino" 

Window  Office 

$2.30 

■  2.55 

$2.20 

-  $2.35 

Interior  Office 

$1.50 

-  2.00 

$0.98 

-  $1.48 

401  Terry  Francois 

$2.50 

•  2.70 

$2.20 

-  $2.50 

CLASS  B 

Pier  9  Bulkhead  Bldg. 

$2.50 

-  2.75 

$2.30 

-  $2.60 

Pier  9  Pier  Offices 

$2.25  • 

•  2.50 

$2.20 

-  $2.20 

Pier  26  Annex  Bldg. 

$2.50 

-  2.90 

$2.40 

-  $2.90 

Pier  33  V*  North 

$2.50  • 

■  3.00 

$2.25 

-  $2.75 

Pier  35  Bulkhead  Bldg. 

$2.50 

-2.75 

$1.75 

$2.25 

CLASS  C 

Pier  9  Studio/office 

$1.75  • 

•  2.00 

$1.50 

-  $1.75 

4>  1  ' 

-   ?  DO 

Z..  \J\J 

•si  on 

Pier  29  Annex  Bldg. 

$1.35  - 

■  1.60 

$1.35 

-  $1.44 

Pier  35  Interior  office 

$1.75  • 

•  2.00 

$1.50 

-  $1.75 

490  Jefferson  St. 

$1.25  - 

•  1.50 

$1.10 

-  $1.25 

Piers  26  Bulkhead  Bldg. 

$2.00  - 

•  2.25 

$1.75 

$1.50 

Pier  28  Bulkhead  Bldg. 

$2.00  • 

•  2.25 

$1.25 

-  $1.75 

Piers  50  Bulkhead  Bldg. 

$2.00  - 

•  2.25 

$1.55 

-  $1.75 

Pier  54  Office 

$1.45 

.  1.60 

$1.20 

$1.40 

Pier  70,  Building  1 1 

$1.10  - 

•  1.25 

$1.00 

-  $1.20 

671  Illinois  Street 

$1.00  - 

1.10 

$0.80 

-  $1.00 

501  Cesar  Chavez 

$1.25  - 

1.50 

$1.10 

-  $1.25 

601  Cesar  Chavez 

$1.00  - 

1.25 

$0.90 

-  $1.05 

696  Amador 

$1.25  - 

1.50 

$1.00 

-  $1.40 

Pier  96  Admin.  Bldg. 

$1.25  - 

1.40 

$1.00 

-  $1.25 

Pier  96  Gate  House  Bldg. 

$1.10  - 

1.25 

$0.75 

-  $1.00 

All  Facilities 

$1.00  - 

1.00 

$1.00 

-  $1.00 
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MINIMUM  MINIMUM 

INITIAL  LEASE  NET  EFFECTIVE 

TYPE  OF  USE&  CLASS  &  LOCATION  RENTAL  RATES  RENTAL  RATES 

TYPE  OF  LEASE  OF  FACILITY/SPACE  Monthly  Per  Sq.  Ft.  Monthly  Per  Sq.  Ft.* 


INDUSTRIAL  SHED  USES: 


INDUSTRIAL  GROSS  LEASES: 


NORTHEAST  WATERFRONT 

Pier  9 

$1.25 

-  1.25 

$1.25 

-  $1.25 

Pier  33 -35 

$0.85 

-0.95 

$0.70 

-  $0.80 

Pier  19 

$0.85 

-  0.95 

$0.75 

$0.80 

Pier  23 

$0.85 

-  0.95 

$0.75 

-  $0.80 

Pier  47  shed  storage 

$0.75 

-  1.00 

$0.70 

-  $0.90 

SWL  302  storage 

$0.75 

-  1.00 

$0.65 

-  $0.75 

OPEN  LAND  AND 
PIER  SPACE  USES: 


"PORT  STANDARD  NET  LEASE" 


SOUTH  BEACH/CHINA  BASIN 

Pier  24  Annex 

$1.18 

1.25 

$1.18 

$1.25 

Piers  26-28-40 

$0.85  - 

1.00 

$0.75 

-  $1.00 

Piers  48 

$0.90  - 

1  10 

$0  85 

-  "Rl  00 

45  1  .\J\J 

Pier  50 

$0.85  - 

1.00 

$0.65 

-  $0.75 

Pier  54  Shed 

$0..75  - 

0.75 

$0.60 

-  $0.70 

SOUTHERN  WATERFRONT 

SWLs  343  &  354 

$0.75  - 

0.85 

$0.80 

-  $0.75 

SWL  345 

$0.75  - 

1.00 

$0.70 

-  $0.80 

Facility  6019 

$0.55  - 

0.55 

$0.55 

-  $0.55 

Pier  80 

$0.75  - 

0.85 

$0.80 

-  $0.75 

Pier  92  &  SWLs  344  &  349 

$0.75  - 

0.85 

$0.80 

-  $0.75 

Pier  96  M  &  R 

$0.75  - 

0.85 

$0.80 

-  $0.75 

UNPAVED  LAND 

$0.22  - 

0.25 

$0.18 

-  $0.20 

PAVED  LAND 

$0.25  - 

0.25 

$0.20 

-  $0.23 

IMPROVED  LAND 

$0.30  - 

0.30 

$0.22 

-  $0.28 

SUBMERGED  LAND 

$0.11  - 

0.15 

$0.10 

-  $0.14 

Aprons 

$0.25  - 

0.25 

$0.22 

-  $0.25 
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MINIMUM  MINIMUM 
INITIAL  LEASE        NET  EFFECTIVE 
TYPE  OF  USE  &  CLASS  &  LOCATION  RENTAL  RATES       RENTAL  RATES 

TYPE  OF  LEASE  OF  FACILITY/SPACE  Monthly  Per  Sq.  Ft.       Monthly  Per  Sq.  Ft.* 

FISHING  INDUSTRY  USES: 

INDUSTRIAL  GROSS  LEASES:       FISH  WHOLESALING  & 

PROCESSING  SPACE 

Improved  Fish  Processing  Space 
Pier  45  Sheds 
Second  floor  warehouse 
Pier  45  Office  1  st  fl  office 
Pier  45  2nd  fl  mezz 

Sheds 
Pier  33 
699  Illinois 

Aprons 

LICENSES:  FISHING  GEAR  STORAGE 

NON-BERTH  HOLDERS 


*  The  range  in  rental  rates  is  provided  as  an  example  of  the  minimum  rental  rates  for  different  space  in  the  building  (ie.  higher 
rates  for  higher  floors).  It  is  not,  and  should  not  be  construed  as,  a  cap  or  maximum  rental  rate  for  such  space. 

*  Minimum  Net  Effective  Rents  are  rents  that  reflect  the  application  of  rent  credits  for  new  paint  and  carpet.  The 
Minimum  Net  Effective  Rates  reflect  the  amortization  of  rent  credits  provided  by  Port  over  the  term  of  the  lease. 


$0.80  -  0.90 

$0.40  -  0.45 

$1.10  -  1.50 

$0.85  -  1.25 


$0.85  -  0.90 
$0.80  -  01.25 

$0.22  -  0.22 

$0.25  -0.30 
$0.30-  0.45 


$0.75  -  $0.85 

$0.35  -  $0.40 

$1.05  -  $1.25 

$0.75  -  $1.00 


$0.80  -  $0.85 

$0.75  -  $0.85 

$0.22  -  $0.22 

$0.22  -  $0.22 

$0.30-  $0.45 
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Exhibit  C 


2013-14  MININUM  MONTHLY  RENTAL  RATE  SCHEDULE* 


TYPE  OF  USE  & 
TYPE  OF  LEASE 


CLASS  &  LOCATION 
OF  FACILITY/SPACE 


OFFICE  SPACE  USES: 

FULL  SERVICE  GROSS  LEASES:  CLASS  B 


NET  LEASES: 


MINIMUM 
INITIAL  LEASE 
RENTAL  RATES 
Monthly  Per  Sq.  Ft. 


MINIMUM 
NET  EFFECTIVE 
RENTAL  RATES 
Monthly  Per  Sq.  Ft.* 


OFFICE  STORAGE 


RounHhoiKP  Pla7^ 

IxUUllUllvUJW   1   1 C4  /  -CI 

$2.50 

-  $3.00 

$2.00  - 

$2.50 

CLASS  C 

A oti pi ll ti irp  RmlHino" 

/Vfcl  1^-  Lll  LUl  w  DUHLllllfii 

\A/inHn\A/  Offipp 

S2  10 

45  —  .  J  VJ 

-   S7  55 

S?  20  - 

4>  —  ._VJ 

S7  15 

Tntpnnr  Offipp 

1111^1  1  VJl 

S1  50 

-  S?  00 

SO  98  - 

SI  48 

4?  1  .to 

401  Tprrv  PrjinpniQ 

SO 

4>—  .-5  \J 

-   S7  70 

S2  20  - 

45— .  —  W 

S2  50 

n  ASS  R 

L  1C1    J  D  U.1  Ivl  It-ClU  UlUg. 

SI  00 

4>  J  .\J\J 

-  $1  70 

45  J  .  ^- W 

S2  7S  - 

SI  10 

Pipr  Q  Pipr  OffippQ 

1    IVl     J    1    IV)     \J>  1  1  IV-  t  O 

S2  75 

45  ' 

-    SI  00 

S7  50  - 

45—  .  JV 

S2  75 

45  —  .  /  J 

Pipr       AnnpY  RlHc 

1   !vl    _  w  zVHIlfcA.  Ulug. 

S7  75 

45  —  .  /  J 

-   SI  00 

S7  50  - 

S7  75 

45—.  /  -J 

Pier  11  %  North 

1  1W1    JJ    /2  1  lUl  111 

S2  50 
45  1  yj 

-   SI  00 

S2  25  • 

4>  _  .  > 

Pier  15  Bulkhead  Ride 

1  Ivl   u  ~J  LJ  til  rvi  1VC1U  UlUg^ 

S2  50 

45—  ,  V 

-  S2  75 

S1  75 

45  1  ,  / 

S2  75 

45  ~' 

CLASS  C 

Pier  9  Studio/office 

$2.25 

-  $2.50 

$2.25  - 

$2.50 

Piers  21  Bulkhead  Bides 

i  i  v  i  j  — '  u u i ivi 1 ^ au  uiugjt 

$2  00 

S2  25 

4?—  •  ' 

S7  00- 
45--  .vjyj 

S7  25 

45—  1 

Pier  29  Annex  Bldg. 

$2.50 

-  $3.00 

$2.25  - 

$2.75 

Pier  35  Interior  office 

$1.75 

-  $2.00 

$1.50  - 

•  $1.75 

490  Jefferson  St. 

$1.75 

-  $2.00 

$1.10  - 

$1.75 

Piers  26  Bulkhead  Bldg. 

$2.00 

-  $2.25 

$1.75 

$1.50 

Pier  28  Bulkhead  Bldg. 

$2.00 

-  $2.25 

$1.25  - 

$1.75 

Piers  50  Bulkhead  Bldg. 

$2.00 

-  $2.25 

$1.55  - 

$1.75 

Pier  54  Office 

$1.60 

$1.75 

$1.20 

$1.40 

Pier  70,  Building  1 1 

$1.10 

-  $1.25 

$1.00 

-  $1.20 

671  Illinois  Street 

$1.00 

-  $1.10 

$0.80  - 

$1.00 

501  Cesar  Chavez 

$1.25 

-  $1.50 

$1.10  - 

$1.25 

601  Cesar  Chavez 

$1.50 

-  $1.50 

$1.50  - 

$1.50 

696  Amador 

$1.25 

-  $1.50 

$1.00  - 

$1.40 

Pier  96  Admin.  Bldg. 

$1.25 

-  $1.40 

$1.00  - 

$1.25 

Pier  96  Gate  House  Bldg. 

$1.10 

-  $1.25 

$0.75  - 

$1.00 

All  Facilities 

$1.50 

-  $1.50 

$1.50  - 

$1.50 
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Exhibit  C 

MINIMUM  MINIMUM 

INITIAL  LEASE  NET  EFFECTIVE 

TYPE  OF  USE&  CLASS  &  LOCATION  RENTAL  RATES  RENTAL  RATES 

TYPE  OF  LEASE  OF  FACILITY/SPACE  Monthly  Per  Sq.  Ft.  Monthly  Per  Sq.  Ft.* 


INDUSTRIAL  SHED  USES: 
INDUSTRIAL  GROSS  LEASES: 


NORTHEAST  WATERFRONT 


Pier  9  $1.35 

Pier  33  -  35  $0.95 

Pier  19  $1.25 

Pier  23  $1.25 

Pier  29  $1.25 

Pier  47  shed  storage  $0.75 

SWL  302  storage  $0.75 


-  $1.50  $1.25  -  $1.25 
$1.00-  $0.85  -  $0.95 

-  $1.25  $1.25  $1.25 

-  $1.25  $1.25  -$1.25 
$1.50  $1.25  $1.25 

-  1.00  $0.70  -  $0.90 

-  1.00  $0.65  -  $0.75 


SOUTH  BEACH/CHINA  BASIN 

Pier  24  Annex 

$2.50 

$3.00 

$2.50 

Piers  26-28- 

$0.95 

$1.00 

$0.95 

Pier  40 

$1.00 

$1.25 

$1.00 

Piers  48 

$1.25 

-  $1.25 

$1.25 

Pier  50 

$1.25 

-  $1.25 

$1.25 

Pier  54  Shed 

$1.25  - 

$1.25 

$1.25 

SOUTHERN  WATERFRONT 

SWLs  343  &  354 

$0.85 

-  $0.85 

$0.80 

SWL  345 

$0.85  • 

•  $1.00 

$0.85 

Facility  6019 

$0.55 

-  $0.55 

$0.55 

Pier  80 

$0.95 

-  $0.95 

$0.95 

Pier  92  &  SWLs  344  &  349 

$0.85 

-  $0.85 

$0.85 

Pier  96  M  &  R 

$0.90 

■  0.95 

$0.80 

OPEN  LAND  AND 
PIER  SPACE  USES: 

INDUSTRIAL  GROSS  LEASES:  UNPAVED  LAND 
"PORT  STANDARD  NET  LEASE" 

PAVED  LAND 


IMPROVED  LAND 


$0.30 

$0.35 
$0.40 


0.30 

0.35 
0.40 


$3.00 

-  $1.00 
$1.25 

-  $1.25 
$1.25 
$1.25 


$0.85 
$1.00 
$0.55 
$0.95 
$0.85 
$0.75 


$0.25    -  $0.30 


$0.30 
$0.35 


-  $0.35 

-  $0.40 


SUBMERGED  LAND 


Aprons 


$0.16. 
$0.35 


$0.16 
J  0.35 


$0.16 
$0.30 


$0.16 
$0.35 
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MINIMUM 


TYPE  OF  USE  & 

TYPE  OF  LEASE 


Exhibit  C 

MINIMUM 

INITIAL  LEASE        NET  EFFECTIVE 
CLASS  &  LOCATION  RENTAL  RATES       RENTAL  RATES 

OF  FACILITY/SPACE  Monthly  Per  Sq.  Ft.       Monthly  Per  Sq.  Ft.* 


FISHING  INDUSTRY  USES: 


INDUSTRIAL  GROSS  LEASES: 


FISH  WHOLESALING  & 
PROCESSING  SPACE 


Improved  Fish  Processing  Space 
Pier  45  Sheds  $0.85 
Second  floor  warehouse  $0.40 
Pier  45  Office  1st  fl  office  $1.10 
Pier  45  2nd  fl  mezz  $0.85 


$0.95 
$0.45 
$1.50 
$1.25 


$0.80 
$0.35 
$1.05 
$0.75 


$0.85 
$0.40 
$1.25 
$1.00 


LICENSES: 


Sheds 


Pier  33 

$0.85 

-  $0.90 

$0.80  - 

$0.85 

699  Illinois 

$0.80 

-  $1.25 

$0.75  - 

$0.85 

Aprons 

$0.24 

-  $0.24 

$0.24  - 

$0.24 

FISHING  GEAR  STORAGE 

$0.30 

-  $0.40 

$0.30  - 

$0.40 

NON-BERTH  HOLDERS 

$0.50- 

$0.55 

$0.50- 

$0.55 

+  The  range  in  rental  rates  is  provided  as  an  example  of  the  minimum  rental  rates  for  different  space  in  the  building  (ie.  higher 
rates  for  higher  floors).  It  is  not,  and  should  not  be  construed  as,  a  cap  or  maximum  rental  rate  for  such  space. 

*  Minimum  Net  Effective  Rents  are  rents  that  reflect  the  application  of  rent  credits  for  new  paint  and  carpet.  The 
Minimum  Net  Effective  Rates  reflect  the  amortization  of  rent  credits  provided  by  Port  over  the  term  of  the  lease. 
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Covered  / 

Uncovered 

Covered 

Covered 

Uncovered 

Covered 

Uncovered 

Covered 

Covered  & 
Uncovered 

Uncovered 

Covered 

Covered 

Covered 

Uncovered 

Covered 

Covered 

Covered 

Covered 

Uncovered 

Uncovered 

Uncovered 

Hourly  Parking 

$2.25  /20  mins 

Jh 

CO 

$4  /30  mins 

$4  /hr 

$2  /30  mins 

$6  /hr  M-F 

$3  /20  mins 

CO 

i 

$5  /30  mins 
M-F 

$2/15  mins 

$3  /20  mins 

$3  /20  mins 

i 

$5  /hr 

Daily  Parking 

$32/12  hrs;  $35  /24  hrs 

$32  for  24  hrs 
$10  M-F,  in  before  9am,  out  by  6pm 

$20  in  before  9am 
$30  -  $35  in  after  9am,  depending  on  how  busy 

$12  max  after  3  hrs  exp  1 1 :59pm 
$8  in  before  M-F 
$15  S-S 

$20  M-F 

$15  for  12  hrs,  $35  overnight 

$30  M-F 
$35  S-S 

$33  8am-12am,  add  $15  overnight 

o 

$10  -  $40  depending  on  how  busy 

$14  max  exp  10:59pm  M-F;  $10  in  by  10am 
$16  S-S 

M-F:  $35  all  day,  $15  in  by  8am,  $15  after  5pm 
S-S:  $40  all  day 

$17  up  to  12  hrs 
$14  in  before  9am  &  out  by  6pm 

$18  in  after  9am  &  out  by  7pm 
$14  in  before  9am  &  out  by  7pm 

$20  for  12  hrs,  $60  after  12  hrs, 
$18  in  by  9am  &  out  by  6pm 

i 

$20  in  by  9am,  $35  Max 
$45  24hrs,  $12  after  3pm  &  wknd 

$20  in  by  10am,  $35  Max 
$15  after  4pm,  $20  wknd,  $40  24  hrs 

$15  before  10am,  $20  Max 
$10  after  4pm  &  wknd,  $40  24hrs 

Monthly  Parking 

Hour 

24  hrs 

24  hrs 

i 

24  hrs  | 

E 

Q. 

e 

ro 

£ 
o. 

h» 

E 

CO 

r-- 

6am-12am 

8am-9pm 

24  hrs 

i 

24  hrs 

24  hrs 

24  hrs 

6am-11pm 

24  hrs 

24  hrs 

24  hrs 

24  hrs 

6am-10pm 

24  hrs 

24  hrs 

24  hrs 

24  hrs 

Days/ 
Week 

7  days  I 

M-F  | 

7  days 

i 

7  days  I 

7  days 

M-F  I 

7  days 

7  days 

7  days  I 

M-F  | 

i 

7  days 

7  days 

7  days 

M-F 

7  days 

7  days 

7  days 

7  days  I 

M-F  | 

7  days 

7  days 

7  days 

7  days 

In/Out 
Pnvilege 

Yes 

Yes 

Yes 

i 

 Yes  I 

 Yes  

Yes  I 

Yes 

Yes 

Yes 

Yes  j 

Yes 

Yes 

Yes 

Yes  | 

Yes 

Yes 

Yes 

Yes 

Yes  | 

Yes 

Yes 

Yes 

Yes 

Vac- 
ancy 

No  I 

No 

No 

i 

Yes 

Yes 

Yes 

No 

Yes 

Yes 

Yes  j 

i 

No 

Yes 

Yes  | 

Yes 

No 

No 

No 

No  j 

No  ] 

No 

Yes 

Yes 

Yes 

Non-reserved 

$225 

$175  | 

$150  tenant 
$170  non-tenant 

i 

in 

O 

cn 

cd 

CsJ 
t» 

$200 

in 
to 

to 

$145  | 

i 

$215 

Pier  39  tenants  only 

$300 

CD 

cn 
S> 

$170  I 

to 

CM 
CM 
t/» 

o 
to 

CM 
</» 

O 
CO 
CNJ 

in 

CM 

ro 
fe9 

$175  tenant  I 

$300  non-tenant 

CD 

m 

CO 

w- 

$300 

CD 
UO 
CO 

Reserved 

i 

i 

i 

i 

i 

I 

CD 
CNJ 
CO 

t/» 

CD 
CD 

5 

CD 
LO 
CO 

o 
o 

$550 

O 
UO 

uo 

CD 
LO 
UO 
CO 

Phone  # 

673-1735 

515-1589 

3 

CO 

1 

in 

CO 

CO 

227-0114 

495-3909 

441-6932 

227-0114 

877-717-0004 

705-5418 

650-342-3010 

227-0114 

877-717-0004 

227-0114 

398-0208 

981-8213 

777-4042 

CM 
T 
O 

r~ 
r-~ 

r*- 

777-4042 

777-4042 

Operator 

Propark  America 

Ace  Parking 

Wharf  Properties,  Inc 

Imperial  Parking 

City  Park 

City  Park 

Imperial  Parking 

Central  Parking 

Ampco  System 

Liberty  Parking 

Imperial  Parking 

Central  Parking 

Imperial  Parking 

Ace  Parking 

Ampco  System 

Priority  Parking 

Priority  Parking 

Pnority  Parking 

Priority  Parking 

Location 

Beach  &  Hyde  Garage 

655  Beach  /  Leavenworth  &  Hyde 

Anchorage  Shopping  Center  Garage 
500  Beach  /  Jones  &  Leavenworth 

Fisherman's  Wharf  Parking 
273  Jones  /  Beach 

Wharf  Garage 

350  Beach  /  Taylor  &  Mason 

Longshoremen's  Hall  Parking  Lot 
400  North  Point  /  Taylor 

Cost  Plus  Plaza  Parking  Garage 
455  North  Point  /  Taylor 

North  Point  Center  Garage 
350  Bay  /  Powell  &  Mason 

Triangle  Parking  Lot 
170  Jefferson 

Pier  39  Garage 
Embarcadero  /  Stockton 

2300  Stockton  &  Grant 

C  Garage 

2210  Stockton  /  Bay  &  Northpoint 

Bay  /  Embarcadero  &  Kearny 

80  Francisco 

55  Francisco 

Levy  Plaza  Garage 
Sansome  /  Greenwich 

Pier  33 

SWL  321 

Green  /  Front  /  Embarcadero 

SWL  322-1 

Front  /  Broadway  &  Vallejo 

SWL  323 

Davis  /  Vallejo  /  Embarcadero 

o  5 
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EXHIBIT  E 


2013-14  FY  Special  Events  and  Filming  Fee  Schedule 

Rate 

Still  Photo  Shoot 

Outdoor: 

Simple  per  day  $1,000.00 

Major  per  day  $2,000.00 

Indoor: 

Piers  simple  per  day  $  1 ,000.00 

Piers  major  per  day  $2,000.00 

Pier  1  per  day  (Port  offices  -  after  hrs.)  $2,000.00 

Pier  1  -  Bayside  1-4  $2,000.00 

Filming  (  Non-Film  Commission) 

Simple  per  day  $1,000.00 

Major  per  day  $2,000.00 

Special  Events 

Athletic  events  (walk/run/bicycle)  per  day  $1,000.00 

Private  event  per  day  $2,000.00 

Public  event  per  day  $2,000.00 

Pier  30/32  -  Entire  Pier 

Private  event: 

Event  day  $15,000.00 

Set-up  per  day  $3,500.00 
Paid  attendees: 

Event  day  $20,00.00 

Set-up  per  day  $4,000.00 

Free  admittance: 

Event  day  $10,000.00 

Set-up  per  day  $2,500.00 


Pier  48  -  Shed  A  &  C 

Shed  A  Full  Venue  per  day 
Set-up  and  take  down 


$10,000.00 
$2,500.00 


Shed  A  Half  Venue 
Set-up  and  take  -down 


$5,000.00 
$  1,000.00 


Shed  A  Quarter  Shed 

$3,000 

00 

Set-up  and  take-down 

y-t-1  1  AAA 

$1,000 

00 

Shed  A  and  Valle  Full  Venue 

$9,000 

00 

Set-up  and  take-down  per  day 

$1,500 

00 

Shed  A  and  Valley  Haft  Venue 

$6,000 

00 

Set-up  and  take-down 

$1,000 

00 

Shed  A  and  Valley  Quarter 

$4,000 

00 

Set-up  and  take-down 

$1,000 

00 

All  rates  are  daily. 


Notes: 

Minor  film  and  photo  shoots  are  those  that  require  very  few  to  no  support  functions,  i.e.; 
the  photographer  and  the  subject,  minimal  equipment,  etc. 

Major  film  and  photo  shoots  are  those  that  require  substantial  support,  i.e.;  film  crew, 
props,  vehicles,  generators,  lighting,  etc. 


At  no  time  shall  the  fee  charged  for  filming  or  a  special  event  at  a  specific  facility  be  less 
than  the  rental  rate  as  specified  under  the  Rental  Rate  Schedule  for  that  premises. 


Exhibit  F 

Office,  Bulkhead  Office  and  Pier  Shed  Vacancy  Rate 


As  of  March  2013 


OFFICE 

Total 

Occupied 

Available 

%  Vacant 

RoundHouse I 

20,237 

20,237 

0 

0.0% 

Rni  inHMni  ico  II 
r\uuiiunuu3C  11 

471 

25  421 

o 

0.0% 

1  o  Ana 

u 

U.U  la 

An  Ruilrfinn 

22,476 

18,465 

1,961 

8.7% 

401  Terry  Francois 

10,764 

7,964 

2,800 

26.0% 

501  Cesar  Chavez 

40,090 

22,864 

17,226 

43.0% 

Pier  70,  Bldg  1 1 

25,154 

21,654 

3,500 

13.9% 

Pier  96 

18,542 

18,542 

0 

0.0% 

Total  Office 

175,090 

147,553 

25,487 

14.6% 

BULKHEAD  OFFICE 

Pier  9 

79,353 

79,353 

0 

0.0% 

Pier  15  4 

4,084 

4,084 

0 

0.0% 

Pier  17 

2,774 

2,774 

0 

0.0% 

Pier  23 

12,300 

12,300 

0 

0.0% 

Pier  26  3 

18,433 

18,433 

0 

0.0% 

Pier  28  3 

6,187 

6,187 

0 

0.0% 

Pier  33  6 

0 

0 

0 

Pier  35 

9,994 

9,994 

0 

0.0% 

Pier  50 

7,743 

7,743 

0 

0.0% 

Pier  54  2 

3,000 

3,000 

0 

0.0% 

Total  Bulkhead  Office 

143,868 

143,868 

0 

0.0% 

OVERALL  OFFICE 

318,958 

291,421 

25,487 

8.0% 

PIER  SHED 

Pier  9 

34,313 

34,313 

0 

0.0% 

Pier  15 4 

155,028 

155,028 

0 

0.0% 

Pier  17 4 

120,325 

120,325 

0 

0.0% 

Pier  19  &  19  1/2  13 

94,544 

94,544 

0 

0.0% 

Pier  23 13 

54,000 

54,000 

0 

0.0% 

Pier  26 7 

94,472 

94,472 

0 

0.0% 

Pier  28 7 

44,644 

44,644 

0 

0.0% 

Pier  33 

61,192 

61,192 

0 

0.0% 

Pier  35 

242,299 

242,299 

0 

0.0% 

Pier  38  5 

0 

0 

0 

Pier  40 

82,904 

82,904 

0 

0.0% 

Pier  48 

200,000 

200,000 

0 

0.0% 

Pier  50 

135,350 

130,350 

5,000 

3.7% 

Pier  54  2 

20,000 

20,000 

0 

0.0% 

Pier  96 

400,600 

400,600 

0 

0.0% 

Total  Shed 

1,739,671 

1,734,671 

5,000 

0.3% 

OFFICE  &  SHED 

2,058,629 

2,026,092 

30,487 

1.5% 

Note:  Includes  only  facilities  available  for  leasing. 

1  Port  took  back  possession  of  Piers  19,  19.5  and  23  on  February  28,  2009 

2  Port  assumed  possession  of  Pier  54  in  June  2007. 

3  Port  was  required  to  deliver  these  facilities  free  of  tenants  by  various  dates  in  2012  and  2013  for  AC34. 

4  Piers  15  and  17  are  under  a  master  lease  to  the  Exploratorium  effective  Nov  2010 

5  Posession  of  P38  reverted  to  the  Port  in  winter  201 1,  however  due  to  structrual  problems,  the  site  is  unleasable. 

6  P33  is  an  internal  Port  development  project  and  is  not  yet  available  for  leasing. 

7  In  Jan  2012,  these  sites  were  part  of  AC34  deal,  but  were  later  removed. 
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To: 


From: 


Date: 


Jeffrey  Bauer 

Port  of  San  Francisco 

Keyser  Marston  Associates,  Inc. 

May  13,  2013 


Subject:        Review  of  2013-14  Port  Minimum  Rent  Schedule 
Introduction  &  Conclusions 

In  accordance  with  your  request,  Keyser  Marston  Associates,  Inc.  (KMA)  has 
undertaken  a  review  of  the  Port  of  San  Francisco's  May  1,  2013  memorandum  regarding 
the  "Fiscal  Year  2013-14  Monthly  Rental  Rate  Schedule,  Monthly  Parking  Stall  Rates, 
and  Special  Event  and  Filming  Rates."  KMA  has  been  tasked  to  review  the  Port's  2013- 
14  schedule  for  the  purpose  of  assessing  the  reasonableness  of  the  rents  for  office, 
industrial/warehouse,  and  parking  facilities.  Special  events  and  filming  rates  are  not 
included  in  KMA's  assessment. 


As  further  described  in  this  memorandum,  KMA  concludes  that  the  minimum  office, 
industrial/warehouse,  and  parking  rates  recommended  in  the  Port's  2013-14  schedule 
are  generally  reasonable  and  consistent  with  overall  market  trends. 


Background  &  Approach 

The  Port  of  San  Francisco  is  a  lessor  of  a  wide  variety  of  real  property  including  office 
space,  industrial/warehoLjse  space,  parking  spaces,  paved  and  unpaved  land,  and 
space  for  special  events  and  filming.  The  Port  annually  updates  a  schedule  of  minimum 
rents  for  a  number  of  the  Port's  properties.  New  leases  and  lease  renewals  with  terms 
that  equal  or  exceed  the  minimum  parameters  contained  in  the  schedule  can  be 
approved  by  the  Port's  Executive  Director.  Leases  that  fall  outside  the  parameters  of  the 
schedule  must  be  approved  by  the  Port  Commission. 


160  PACIFIC  AVENUE.  SUITE  204  >  SAN  FRANCISCO,  CALIFORNIA  941 1 1  >  PHONE  415  398  3050  >  FAX  415  397  5065 

001-002;  jf 

WWW.KEYSERMARSTON.COM  19067  010 


To: 

Subject: 


Jeffrey  Bauer 

Review  of  2013-14  Port  Minimum  Rent  Schedule 


May  13,  2013 
Page  2 


It  is  KMA's  understanding  that  the  purpose  of  the  rent  schedule  is  to  set  minimum  rents, 
which  are  intended  to  approximate  the  lower  end  of  market,  in  order  to  keep  to  a 
reasonable  number  the  leases  the  Port  Commission  needs  to  review  and  approve  while 
at  the  same  time  providing  additional  assurance  that  the  minimum  rents  are  consistent 
with  the  market.  Port  leasing  staff  is  free  to  lease  properties  at  the  highest  rate  that  it  can 
achieve  from  a  certain  tenant,  and  in  fact  we  understand  that  the  majority  of  leases  are 
successfully  negotiated  with  rents  above  the  minimums. 

In  performing  this  assignment,  KMA  undertook  the  following  tasks: 

■  Reviewed  the  Port's  proposed  2013-14  minimum  rental  rate  schedule; 

■  Assessed  changes  from  the  Port's  201 2-1 3  rent  schedule; 

■  Reviewed  the  current  rent  roll  of  Port  properties; 

■  Reviewed  and  analyzed  current  rent  listings  and  other  market  data; 

■  Discussed  the  Port's  recent  leasing  activity  with  Port  staff;  and 

■  Performed  a  "windshield"  visual  inspection  of  the  Port's  properties. 


In  general,  office  market  conditions  in  San  Francisco  have  improved  from  last  year. 
According  to  a  recent  report  from  CBRE,  the  average  asking  rate  for  office  properties  in 
San  Francisco  (all  classes)  was  $50.79/sf/year  ($4.23/sf/month)  in  the  1st  Quarter  of 
2013,  which  is  an  18%  increase  year-over-year.  Rents  for  Class  A  space  specifically 
were  $54.03,  with  lower  rates  attributable  to  Class  B  and  Ciass  C  space.  A  review  of 
other  third  party  data  sources  indicates  similar  improvement  in  overall  office  market 
conditions. 

Port  leasing  staff  has  indicated  that  certain  of  the  Port's  office  properties  have  low 
vacancy  rates  and  are  in  high  demand,  and  on  this  basis  staff  recommends  the  minimum 
rents  for  certain  properties  be  increased  from  last  year.  Port  staff  is  recommending  that 
the  minimum  rents  for  several  office  properties  be  increased  in  the  range  of  10%  to  1 1% 
from  last  year.  For  other  office  properties,  Port  staff  is  recommending  more  robust 
increases  (from  25%  to  as  high  as  85%  from  last  year),  but  the  recommended  increase 
in  minimum  rents  for  these  properties  are  attributable  not  only  to  improving  market 
conditions  but  also  to  the  fact  capital  improvements  have  been  made  to  these  properties 
over  the  course  of  the  last  year.  For  some  of  the  Port's  office  properties  which  are  in  less 
demand  for  a  variety  of  reasons,  Port  staff  is  not  recommending  an  increase  in  minimum 
rents  from  last  year. 


Analysis 
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Based  on  a  review  third  party  market  data,  review  of  Port  lease  data  for  specific 
properties,  and  discussions  with  Port  leasing  staff,  KMA  concurs  with  Port  staffs  2013- 
14  minimum  office  rent  recommendations.  It  is  noted  that  among  the  factors  that  puts 
downward  pressure  on  the  Port's  rents  relative  to  the  overall  San  Francisco  office 
market  is  the  more  advanced  age  and  less  optimal  physical  condition  of  many  of  the 
Port's  facilities  as  well  as  the  fact  that  the  Port  has  limited  ability  to  fund  up  front  tenant 
improvement  costs. 

B.  IndustrialAA/arehouse 

As  with  the  office  market,  industrial  market  conditions  in  San  Francisco  have  also 
improved  from  last  year.  Port  staff  reports  that,  in  general,  demand  is  high  for  its 
industrial/warehouse  space.  The  improvement  in  the  commercial  office  market  and  the 
overall  improvement  in  the  San  Francisco  economy  are  spreading  to  other  commercial 
sectors  including  industrial  space.  In  recognition  of  improved  market  conditions,  Port 
staff  is  recommending  that  the  minimum  rents  for  most  of  the  Port's  industrial  shed 
space  be  increased  in  the  rough  range  of  11%  to  18%  from  last  year.  With  these 
increases,  most  of  the  new  minimum  rents  would  cluster  in  the  $0.85  to  $1 .00/sf/month 
range  (industrial  gross).  As  of  the  1st  Quarter  of  2013,  the  average  industrial  warehouse 
asking  rent  in  San  Francisco  was  $0.78/sf/month  (triple  net)  against  a  vacancy  rate  of 
5.58%  \ 

Based  on  a  review  of  Port  lease  data  for  specific  properties  and  discussions  with  Port 
leasing  staff,  KMA  concurs  with  the  Port's  2013-14  minimum  industrial/warehouse  rent 
recommendations. 

C.  Parking 

In  May  2013,  Port  staff  updated  its  survey  of  rates  for  parking  facilities  in  the  vicinity  of 
the  Port.  Overall,  Port  staffs  assessment  is  that  market  conditions  have  improved  from 
the  prior  year.  The  parking  stall  vacancy  rate  improved  from  17%  in  the  last  fiscal  year  to 
14%  this  fiscal  year  and  revenues  from  monthly  parking  spaces  rose  by  approximately 
9%>.  However  despite  generally  improving  market  conditions,  Port  staff  is  not 
recommending  that  the  minimum  parking  rates  be  increased  due  to  the  still  somewhat 
elevated  vacancy  rate.  On  the  basis  of  the  current  vacancy  rate  figures  and  a  review  of 
the  Port's  survey  of  competitive  parking  facilities,  KMA  concurs  with  Port  staffs 
recommendation  to  keep  minimum  parking  rates  unchanged  from  last  year. 


1  Cassidy  Turley  (Q1  2013) 
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FROM:        Monique  Moyer  i 
Executive  Director 

SUBJECT:    Informational  Presentation  regarding  the  Port's  Real  Estate  Leasing 
Policies,  Process  and  Procedures. 

DIRECTOR'S  RECOMMENDATION:  IMFORMATION  ONLY-NO  ACTION  REQUIRED 


Executive  Summary 

This  staff  report  provides  a  high  level  summary  of  the  Port's  Real  Estate  Leasing 
Policies. 

Leasing  Procedures 

Pursuant  to  the  Burton  Act1,  the  Port  is  trustee,  on  behalf  of  the  people  of  the  State  of 
California,  of  an  area  in  San  Francisco  between  the  historic  mean  high  and  mean  low 
tide,  including  both  filled  and  unfilled  areas,  as  described  more  specifically  in  the  Burton 
Act.  Generally,  the  Port  is  7.5  miles  on  land  along  the  Bay  area  from  Aquatic  Park  in 
Fisherman's  Wharf  to  Heron's  Head  Park  near  India  Basin.  The  Port's  holdings  include 
both  open  and  built  lands  and  piers.  The  built  leasable  space  equals  approximately  20 
million  square  feet. 

The  Port  leases  portions  of  this  property  for  purposes  consistent  with  the  public  trust  for 
maritime  commerce,  navigation  and  fisheries  and  the  Burton  Act  trust.  Such  uses 
include  a  wide  range  of  maritime  businesses,  visitor-serving  retail  and  restaurants. 
These  leases  are  often  longer-term  leases  with  maximum  terms  of  up  to  66  years. 

This  Print  Covers  Calendar  Item  NO.  11 B 


The  Burton  Act  is  codified  in  Chapter  1333  of  the  Statutes  of  1968  and  governs  the  transfer  to  the  City  &  County  of  San  Francisco 
of  the  State's  interest  in  the  Port  in  trust  for  purposes  of  commerce,  navigation,  and  fisheries. 


f  <;an  FRAwn^rn 


TEL    415  274  0400 


Pursuant  to  the  City  Charter,  purely  maritime  leases  are  subject  to  approval  by  the  Port 
Commission  in  its  sole  discretion.  Other  leases  such  as  restaurant,  commercial  or  retail 
leases,  or  mixed  use  development  projects  that  either  (a)  generate  $1  million  or  more  in 
anticipated  revenue  or  (b)  are  1 0  or  more  years  in  duration,  are  subject  to  approval  by 
the  Port  Commission  and  the  Board  of  Supervisors.  When  the  Port  is  not  leasing  its 
land  for  purposes  that  promote  the  public  trust  for  maritime  commerce,  navigation  and 
fisheries,  the  Burton  Act  expressly  authorizes  interim  leasing  for  other  purposes  in  order 
to  generate  revenue  to  support  Port  activities.  Interim  leases  are  leases  that  are 
typically  for  shorter  term  durations,  and  can  be  for  any  type  of  use  consistent  with 
underlying  City  zoning.  Such  interim  leasing  represents  a  significant  portion  of  Port 
leasing  activity,  and  provides  an  opportunity  for  businesses  to  lease  property  along  the 
waterfront. 

The  City's  administrative  policy  is  to  competitively  solicit  leasing  opportunities,  except 
where  impractical  or  infeasible.  The  Port  adheres  to  the  City  policy  and  has  adopted  a 
Retail  Leasing  Policy  which  has  been  reviewed  by  the  Board  of  Supervisors.  The  Port's 
Retail  Leasing  Policy  requires  competitive  bidding,  but  also  provides  certain  exceptions 
subject  to  the  Port  Commission's  authorization  on  a  case-by-case  basis.  In  cases  where 
a  current  tenant  is  (i)  in  good  standing,  (ii)  the  tenant  represents  the  best  market 
opportunity  for  the  Port,  and  (iii)  the  tenant  is  making  a  significant  capital  investment  in 
Port  property,  the  tenant  may  qualify  for  additional  lease  term  without  undergoing  a  bid 
process. 

The  Real  Estate  Division  manages  550  of  the  Port's  leases.  These  leases  represent 
approximately  90%  of  the  Port's  overall  portfolio.  Terms  of  these  leases  range  from 
monthly  to  66  years.  Some  of  the  leases  are  master  ground  leases,  such  as  Pier  39 
and  the  Ferry  Building,  under  which  there  are  numerous  subleases.  Most  of  the  Port's 
leases  are  with  small  or  single  proprietors. 

The  Port  has  a  high  volume  of  leases  for  relatively  small  leased  areas  at  nominal  rental 
rates.  To  competitively  bid  such  leases  would  be  impractical  because  the  benefit  of 
doing  so  does  not  outweigh  the  cost  of  the  resources  that  would  be  required  just  for  this 
effort.  As  such,  the  Port  typically  does  not  competitively  bid  office,  warehouse  space,  or 
open  land  leases.  Instead  the  Port  relies  on  a  parameter  rental  rate  structure  that  is 
based  on  an  analysis  of  comparable  rent  charged  in  the  private  sector.  The  parameter 
rental  rate  schedule  is  set  annually  according  to  market  conditions.  However,  where  a 
business  model  is  highly  competitive  and  represents  a  major  revenue  opportunity  for  the 
Port  (e.g.,  retail,  parking,  concrete  batching,  construction  materials  recycling)  the  Port 
issues  a  competitive  solicitation. 

Standard  Form  Agreements 

The  Port  Commission  has  delegated  specific  authority  to  the  Executive  Director  to  enter 
into  real  estate  agreements,  leases  and  licenses  that  use  the  Port's  standard  form 
without  alteration  (except  for  minor  changes  approved  by  the  City  Attorney  or  changes 
in  insurance  provisions  approved  by  the  City  Risk  Manager).  Based  on  this  delegation, 
the  Port's  Real  Estate  Division  and  Port  legal  team  maintain  a  set  of  Port  Commission 
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approved  standard  or  "boilerplate"  leases  and  licenses  for  use  in  real  estate 
agreements  that,  if  accepted  in  their  entirety  by  a  prospective  tenant,  are  not  subject  to 
further  Port  Commission  approval. 

Staff  currently  maintains  the  following  standard  forms: 


(1)  standard  form  lease  (used  for  all  office,  storage  and  industrial  leases)  (Port 
Commission  Resolution  06-39).  

(2)  fish  processors  form  lease  (Port  Commission  Resolution  06-23).  

(3)  cell  site  form  lease  (Port  Commission  Resolution  96-123).  

(4)  standard  form  license  (used  for  all  entry  onto  Port  property  for  any  reason, 
including  special  events,  construction  laydown,  use  in  public  rights  of  way, 
environmental  sampling)  (Port  Commission  Informational  Item  May  2006). 

(5)  Jefferson  Street  Sidewalk  Encroachment  Permit  (Port  Commission 
Resolutions  06-48;  07-21  and  11-12).  


The  standard  form  leases  are  often  used  as  a  starting  point  for  other  common  real 
estate  transactions  that  do  require  Port  Commission  approval.  For  example,  the 
standard  form  lease  is  used  for  retail  leasing  tenancies  by  adding  provisions  relating  to 
percentage  rent  payments  and  other  necessary  terms  dealing  with  restaurants  or  retail 
leasing.  But  the  bulk  of  the  lease  terms  remain  as  approved  in  the  standard  form  lease. 

The  forms  are  subject  to  ongoing  and  periodic  review  and  revision  by  Real  Estate  and 
legal  staff.  Changes  to  specific  provisions  of  the  forms  are  often  initiated  by  other  Port 
staff,  tenants  or  prospective  tenants.  The  forms  are  available  to  the  public  upon  request 
only,  rather  than  being  posted  on  the  Port's  website  to  insure  that  only  the  most  current 
versions  of  the  documents  are  disseminated. 

The  agreements  consist  of  three  parts:  1)  the  basic  lease  or  license  information  ("BLI"); 
2)  the  standard  boilerplate  provisions,  and  3)  the  exhibits  and  schedules.  The  BLI 
contains  the  basic  and  unique  business  terms  for  each  agreement,  such  as  tenant 
information;  term;  specific  permitted  and  prohibited  uses;  rent;  required  tenant 
improvements  (and  associated  rent  credits,  if  any);  and  specific  relevant  disclosures 
and  information.  The  BLI  prevails  in  the  case  of  a  conflict  with  the  standard  provisions. 
The  bulk  of  the  agreement  consists  of  the  standard  provisions  which  are  discussed 
further  below.  The  standard  provisions  apply  in  all  instances  and  are  subject  to  very 
limited  negotiation  by  Port  staff.  These  provisions  are  generally  consistent  with 
standard  commercial  practices  although  certain  provisions  such  as  insurance  and 
indemnity  may  be  more  stringent  given  the  nature  of  the  Port,  as  both  a  waterfront  and 
a  public  trustee,  and  to  comply  with  all  City  ordinances.  The  forms  also  contain 
numerous  provisions  required  under  applicable  City  laws  to  be  included  in  agreements 
relative  to  the  use  of  City  property  and  other  City  contracts.  Common  exhibits  and 
schedules  include: 

(i)  the  premises  map  and/or  legal  description;  disclosures  regarding  the 
condition  of  the  structure  and  substructure; 

(ii)  the  presence  of  hazardous  materials  and  FEMA  flood  mapping;  and 

3 


(iii)     applicable  rules  and  regulations. 


These  three  components  facilitate  efficient  drafting  and  enforcement  of  real  estate 
agreements. 

Although  the  standard  provisions  of  the  various  form  agreements  vary  slightly,  as- 
needed  according  to  function,  each  of  the  forms  contains: 

(i)  provisions  regarding  the  nature  of  each  parties'  rights  under  the  agreement; 

(ii)  Port's  unilateral  right  to  terminate  under  specific  limited  circumstances; 

(iii)  payment  terms,  security  deposit  requirements  and  other  financial  obligations 
such  as  environmental  guarantees,  if  applicable,  permissible  and  prohibited 
uses; 

(iv)  compliance  with  law  requirements;  allocation  of  maintenance,  repair  and 
utility  obligations; 

(v)  stringent  hazardous  materials  reporting  and  cleanup  requirements; 

(vi)  insurance  requirements  recommended  by  the  City's  Risk  Manager; 

(vii)  protective  indemnity  and  hold-harmless  provisions  including  a  waiver  of 
claims  due  to  nearby  development  projects; 

(viii)  defaults  and  remedies; 

(ix)  surrender  provisions; 

(x)  City  requirements  required  by  ordinance;  and  Port  policy  requirements  such 
as  the  Southern  Waterfront  Beautification  Policy. 

As  noted,  the  forms  are  "living  documents"  and  Port  staff  updates  the  forms  when 
appropriate  and  consistent  with  Port  Commission  directives.  Recent  revisions  to  the 
forms  include: 

(i)  in  response  to  prospective  tenants'  inquiries,  clarification  of  the  interest  rate 
(10%  per  year)  and  clarification  that  Port  staff  may,  in  its  discretion,  charge  a 
$50  fee  for  late  payments; 

(ii)  in  response  to  several  current  and  prospective  tenants'  requests,  addition  of 
the  right  of  tenants  to  install  equipment,  such  as  wireless  antennae  on  a 
building's  roof,  provided  all  permits  are  obtained  and  subject  to  other  terms  of 
the  lease; 

(iii)  after  consultation  with  the  City's  Risk  Manager,  addition  of  "participants 
insurance"  coverage  when  necessary  for  special  events  and  "garage 
keepers"  coverage  for  valet  parking  operations  and  addition  of  requirement  to 
use  Port's  new  internet-based  insurance  compliance  tracking  system; 

(iv)  at  the  request  of  Port  maintenance  and  environmental  staff,  clarification  that  a 
tenant's  obligation  to  maintain  and  repair  utilities  serving  the  premises 
includes  routine  inspection  and  assessment  of  the  utilities  using  qualified 
licensed  professionals  and  reporting  the  results  of  such  inspections  to  Port; 
and 

(v)  as  a  result  of  changes  to  City  laws,  addition  of  a  provision  stating  that  the 
leasehold  interest  may  be  subject  to  special  taxes  to  finance  energy 
efficiency,  water  conservation,  water  pollution  control  and  similar 
improvements  under  the  SF  Administrative  Code. 
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As  to  individual  negotiations,  the  majority  of  tenants  is  satisfied  with  the  form  agreement 
or  request  minor  or  non-substantive  changes  that  can  be  accommodated  under  the 
Port's  policies  without  any  reduction  in  benefits  or  increased  liability  to  the  Port. 
However,  there  are  a  few  specific  provisions  that  Port  staff  is  regularly  asked  to 
negotiate  which  include  (i)  cure  periods,  (ii)  holdover  rent  increases,  (iii)  unilateral 
termination,  (iv)  City  ordinance  requirements,  and  (v)  hazardous  materials  and 
insurance  provisions. 

(i)  Cure  periods:  many  tenants  seek  additional  time,  over  the  three-day  period 
provided  by  the  form  lease,  to  cure  a  failure  to  pay  rent  on  time.  Given  that 
the  lease  form  tracks  state  law,  which  also  allots  tenants  three  days  to  cure 
non-payment  of  rent,  Port  staff  does  not  negotiate  on  this  point. 

Holdover  rent  increases:  Prospective  tenants  often  object  to  a  200%  increase 
in  rent  should  that  tenant  holdover  without  Port  consent.  This  provision  is 
very  commonly  found  in  commercial  leases,  both  in  private  leases  and  leases 
with  other  City  departments,  and  is  purposefully  designed  to  allow  Port  to 
maximize  its  ability  to  lease  space  to  a  new  tenant  at  current  market  rates  in  a 
timely  manner,  so  Port  staff  does  not  recommend  such  a  change  (however, 
Port  staff  exercises  its  discretion  in  determining  when  to  impose  such  a 
charge). 

(ii)  Unilateral  termination:  Sometimes  potential  tenants  object  to  Port's  unilateral 
right  to  terminate  the  lease  in  case  of  a  Port  project  or  deterioration  of  Port 
facilities  (e.g.,  red-tagging).  Port  staff  sees  this  as  a  very  important  right 
because  Port  staff  must  retain  flexibility  to  terminate  (and  often  relocate)  a 
tenant  in  order  to  pursue  maritime  and  other  major  development  and 
infrastructure  repair  projects  and  must  be  able  to  ensure  that  Port  property  is 
safe  for  occupancy  especially  in  light  of  the  Port's  aging  infrastructure  and 
deferred  maintenance.  The  standard  form  (and  state  relocation  law)  provides 
for  compensation  to  a  tenant  should  Port  need  to  terminate  under  these 
circumstances. 

(iii)  City  ordinance  requirements:  many  prospective  tenants  wish  to  eliminate  or 
negotiate  certain  requirements  of  City  law.  These  provisions  are  legislated  by 
the  Board  of  Supervisors  and  governed  by  ordinance  and  are  generally  not 
subject  to  change  or  waived  by  departments. 

(iv)  Hazardous  materials/insurance  provisions:  Tenants  occasionally  object  to  the 
broad  hazardous  materials,  indemnity  and  hold-harmless  provisions  and 
insurance  coverage  requirements.  Port  staff  does  not  revise  these  risk 
allocations  or  transfer  provisions  as  they  are  integral  to  the  Port's  ability  to 
limit  its  liability  consistent  with  its  mission.  The  Port  manages  over  550  real 
estate  agreements,  and  it  is  important  to  be  consistent  in  applying  conditions 
and  requirements  whenever  possible  to  remain  impartial  and  transparent. 
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Port  Real  Estate  Policies 


Monthly  Rental  Rate  Schedule 

On  September  8,  1993,  the  Port  Commission  (Resolution  No.  93-127,  as  amended  by 
Resolution  93-135)  delegated  authority  to  the  Executive  Director  to  approve  and 
execute  leases,  licenses,  and  Memorandums  of  Understanding  on  behalf  of  the  Port, 
provided  that  the  terms  of  these  agreements  meet  certain  parameters  as  found  in  the 
Port's  Leasing  Policy.  Contained  within  the  1993  delegated  authority  is  a  schedule  of 
minimum  rental  rates  for  leases  that  can  be  executed  by  the  Executive  Director  without 
Port  Commission  approval.  This  delegation  has  been  renewed  annually.  The  current 
delegation,  under  Resolution  12-52  provides  that  the  delegated  authority  can  only  be 
executed  under  the  following  criteria: 


1 

Use  Tvoe:  The  aareement  is  for  an  office  buildinq  or 
bulkhead  office  space,  open  or  enclosed  pier  shed 
space,  paved  or  unpaved  open  space,  or  open  pier 
or  apron  space  or  roof-top  space  but  is  not  for  a 
retail  use. 

Provides  use  type  consistency 
with  Port  Commission 
Approved  Business 
Parameters. 

2 

Use  Consistencv:  Except  for  temporary  uses  (with 
terms  not  exceeding  six  (6)  months),  the  use  under 
the  agreement  represents  a  like-kind  use  to  the 
existing  or  the  immediate  prior  use  of  the  facility; 

Allows  for  short-term 
temporary  uses  without  certain 
requiring  certain  entitlements 
that  may  be  required  for  longer 
term  uses. 

3 

Assianments  and  Subleases:  Staff  is  authorized  to 
consent  to  assignments  and  subleases  on  a  form 
approved  by  the  City  Attorney  and  provided  the 
terms  and  conditions  of  the  sublease  or  assignment 
complies  with  the  terms  and  conditions  of  the  Lease; 

Delegated  authority  allowing 
Executive  Director  to  execute 
Assignments  and  Subleases 
that  meet  the  Port 
Commission  approved 
Business  Parameters. 

4 

As-ls  Execution:  The  tenant  executes  the  Port's 
standard  form  agreement  with  no  alterations  except 
for  minor  changes  approved  by  the  City  Attorney  or 
changes  in  insurance  requirements  approved  by  the 
City  Risk  Manager; 

Provides  for  Port  disclosure  of 
facility  condition  in  lease 
document. 

5 

Term  Limits:  The  term  of  the  aareement  does  not 
exceed  five  (5)  years,  except  for  those  leases  in  the 
Fisherman's  Wharf  Seafood  Center  at  Pier  45 
Sheds  B  and  D  that  have  a  maximum  lease  term  of 
ten  (10)  years  (Port  Resolution  No.  94-122; 
Amended  February  28,  2006,  by  Resolution  No.  06- 
1 5).  Leases  for  telecommunication  sites  may  be  up 
to  nine  (9)  years  (Port  Resolution  No.  96-123); 

This  refers  to  Port 
Commission  delegated 
authority  allowing  the 
Executive  Director  to  execute 
leases  without  Port 
Commission  approval  if  those 
agreements  meet  the  Port 
Commission  approved 
Business  Parameters. 

6 

Select  Tenant  Improvement  Allowance:  Port  staff 
has  the  authority  to  issue  tenant  improvement 
allowances  for  floor  and  wall  coverings  if  those 

Allows  the  Port  to  receive 
improvements  and  provide  an 
incentive  for  prospective 
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credits  do  not  result  in  the  net  rent  over  the  term  of 
the  lease  to  be  below  the  Minimum  Net  Effective 
Rental  Rates  found  in  the  Rental  Rate  Schedule. 
Allowances  for  paint  (amended  June  8,  2010  by 
Resolution  10-37)  up  to  a  maximum  of  $3.50  per 
square  foot,  and  for  floor  covering,  up  to  a  maximum 
of  $5.00  per  square  foot  (amended  July  1 0,  201 2  by 
Resolution  12-52),  are  allowable  when:  1)  new  paint 
and/or  floor  covering  is  necessary  in  order  to  lease 
space  in  full  service  office  buildings;  and  2)  Port  staff 
is  unable  to  perform  such  work  prior  to  the  proposed 
lease  commencement  date.  These  allowances  are 
considered  "landlord's  work."  therefore;  such  work  is 
not  included  in  calculating  the  minimum  Initial  Lease 
Rental  Rates. 

tenant  to  contract  with  the 
Port. 

7 

Limited  Early  Entry:  One  month  early  entry  for  each 
year  of  lease  term  may  be  granted,  up  to  three 
months,  for  the  purpose  of  space  preparation  (not  to 
exceed  three  months),  (amended  July  14,  2009  by 
Resolution  No.  09-34). 

Provides  incentive  to 
prospective  tenants  to  contract 
with  Port  and  allows  for  space 
preparation  prior  to  tenants' 
occupancy. 

8 

Larae  Land  Discount:  Port  staff  is  authorized  to  offer 
a  5%  discount  for  land  transactions  with  minimum 
premises  of  43,560  square  feet  and  a  minimum  term 
of  36  months  (Amended  June  8,  2010  by  Resolution 
10-37). 

Provides  incentive  to 
prospective  large  land  users  to 
contract  with  Port. 

9 

Reportinq  to  Port  Commission:  Port  staff  provides  a 
monthly  report  to  the  Port  Commission  indicating 
Leases,  Licenses,  Memorandums  of  Understanding, 
consents  to  sublease,  and  assignments  executed 
pursuant  to  this  policy. 

Port  staff  provides  the 
Commission  a  monthly  list  of 
agreements  executed 
pursuant  to  Commission 
Business  Parameters. 

The  Port's  leasing  policy  provides  for  an  annual  update  of  the  Rental  Rate  Schedule. 
The  Schedule  sets  ranges  of  minimum  lease/license  rental  rates  per  square  foot  and 
ranges  of  Minimum  Net  Effective  Rental  Rates  per  square  foot  (if  any  rent  credits  are  to 
be  provided)  by  type  of  use  and  facility  for  office,  shed  and  industrial  space. 


In  addition  to  this  annual  delegation  and  parameter  rent  policy,  numerous  other  Port 
Commission  directives  address  leasing  issues  and  Port  staff  considers  all  policies  when 
drafting  new  or  renewal  agreements.  These  policies  include: 

•  Environmental  Risk  Management  Policy  and  Financial  Assurance  Requirements 
(Port  Commission  Resolution  07-81):  Intended  to  provide  the  Port  with  financial 
protection  in  the  form  of  a  deposit  in  the  event  of  the  need  environmental 
mitigation. 

•  Retail  Leasing  Policy  (Port  Commission  Resolution  11-15):  Provides  guidelines 
and  criteria  for  existing  Port  Retail  tenants  to  extend  lease  term. 
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•  Month-to-Month  Leases  (Port  Commission  Resolution  10-50):  Provides 
guidelines  and  criteria  for  execution  of  Month-to-Month  agreements. 

•  Maritime  Excursion  Lease  Renewal  Policy  (Port  Commission  Resolution  10-01): 
Provides  guidelines  for  existing  Excursion  Vessel  operators  to  add  additional 
lease  term. 

•  Tenant  in  Good  Standing  Policy  (Port  Commission  Resolution  09-49):  Provides 
defined  criteria  to  determine  if  existing  Port  tenant  is  in  good  standing  i.e.  Credit 
Worthiness  and  lease  defaults. 

•  Southern  Waterfront  Community  Benefits  and  Beautification  Policy  (Port 
Commission  Resolution  07-77):  Provides  a  mechanism  in  leases  located  south  of 
Mariposa  (16th)  Street  for  the  Port  to  receive  improvement  benefits  in  the 
southern  waterfront 

Copies  of  these  policies  can  be  obtained  from  the  Real  Estate  division  upon  request. 
Next  Steps 

At  the  August  13,  2013  Port  Commission  meeting,  Real  Estate  staff  will  return  with  a 
presentation  that  focuses  on  the  leasing  application  process  and  how  applicants 
become  tenants  of  the  Port  of  San  Francisco.  Staff  will  also  review  with  the  Port 
Commission  the  boiler  plate  lease  provisions. 


Prepared  by:  Jeffrey  A.  Bauer,  Senior  Leasing  Manager 
For:  Susan  Reynolds,  Director  of  Real  Estate 
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CITY  COUNTY  OF  SAN  FRANCISCO 
PORT  COMMISSION 


GOVERNMENT 
DOCUMENTS  DEPT 


MINUTES  OF  THE  MEETING 
MAY  28,  2013 


JUN  -  7  2013 


1. 


CALL  TO  ORDER  /  ROLL  CALL 


SAN  FRANCISCO 
PUBLIC  LIBRARY 


Port  Commission  President  Doreen  Woo  Ho  called  the  meeting  to  order  at  2:1 1  p.m. 
The  following  Commissioners  were  present:  Doreen  Woo  Ho,  Kimberly  Brandon, 
Willie  Adams,  Leslie  Katz  and  Mel  Murphy. 

2.  APPROVAL  OF  MINUTES  -  May  1 4,  201 3 

ACTION:  Commissioner  Brandon  moved  approval  of  the  minutes;  Commissioner 
Adams  seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  The  minutes  of 
the  May  14,  2013  meeting  were  adopted. 

3.  PUBLIC  COMMENT  ON  EXECUTIVE  SESSION 

4.  EXECUTIVE  SESSION 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Adams 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor. 

At  2:1 2  p.m.,  the  Commission  withdrew  to  executive  session  to  discuss  the 
following  matters: 

A.  Vote  on  whether  to  hold  closed  session. 


(1 )  CONFERENCE  WITH  LEGAL  COUNSEL  REGARDING  ANTICIPATED 
LITIGATION  MATTER 

a.    Discuss  anticipated  litigation  matter  pursuant  to  California  Government 
Code  Section  54956.9(a)  and  San  Francisco  Administrative  Code 
Section  67.10(d):  (Discussion  Item) 

Number  of  Potential  Cases:  1    X_  As  Defendant 

Facts  and  circumstances:  On  or  about  February  2012,  the  Port  received 
correspondence  from  Vortex  Marine  Construction,  alleging  deficiencies 
in  the  Port's  design  and  construction  documents  for  the  Pier  43  Bay  Trail 
Link  Project,  Port  Contract  No.  2727,  concerning,  among  other  things, 
(a)  alleged  unidentified  utilities;  (b)  constructability  of  the  promenade 
deck;  and  (c)  Contractor's  office  and  field  expenses,  alleging  an 
entitlement  to  substantial  compensation,  which  the  Port  disputes.  These 
circumstances  present  significant  exposure  of  potential  litigation. 
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(2)  CONFERENCE  WITH  LEGAL  COUNSEL  AND  REAL  PROPERTY 

NEGOTIATOR  -  This  is  specifically  authorized  under  California  Government 
Code  Section  54956.8.  *This  session  is  closed  to  any  non-City/Port 
representative: 

a.    Property:  AB  4052;  4111,  lots  3  and  4;  also  known  as  Pier  70  Waterfront 
Site,  located  near  the  intersection  of  22nd  Street  and  Illinois 
Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  and 
Development 

*Negotiating  Parties:  Forest  City  Development  California:  Kevin  Ratner, 
Alexa  Arena  and  Jack  Sylvan 

5.  RECONVENE  IN  OPEN  SESSION 

At  3:40  p.m.,  the  Port  Commission  withdrew  from  executive  session  and 
reconvened  in  open  session. 

ACTION:  Commissioner  Brandon  moved  approval  to  adjourn  closed  session  and 
reconvene  in  open  session.  Commissioner  Adams  seconded  the  motion.  All  of  the 
Commissioners  were  in  favor. 

6.  PLEDGE  OF  ALLEGIANCE 

7.  ANNOUNCEMENTS:  The  Commission  Secretary  announced  the  following: 

A.  Announcement  of  Prohibition  of  Sound  Producing  Electronic  Devices  during  the 
Meeting:  Please  be  advised  that  the  ringing  of  and  use  of  cell  phones,  pagers 
and  similar  sound-producing  electronic  devices  are  prohibited  at  this  meeting. 
Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room 
of  any  person(s)  responsible  for  the  ringing  of  or  use  of  a  cell  phone,  pager,  or 
other  similar  sound-producing  electronic  device. 

B.  Announcement  of  Time  Allotment  for  Public  Comments:  Please  be  advised  that 
a  member  of  the  public  has  up  to  three  minutes  to  make  pertinent  public 
comments  on  each  agenda  item  unless  the  Port  Commission  adopts  a  shorter 
period  on  any  item. 

8.  EXECUTIVE 

A.    Executive  Director's  Report 

Monique  Moyer,  Executive  Director  -  I  apologe  for  the  lack  of  our  video  system. 
It's  been  on  the  fritz  for  quite  a  while,  and  it  finally  just  gave  up.  We've  had  many 
people  in  to  repair  it.  Hoping  for  a  repair  and  not  a  full  replacement.  George 
Onyemem  has  promised  me  that  it  will  be  as  good  as  new  coming  up  soon  here, 
hopefully  by  our  next  meeting  but  apologies  for  the  inconvenience  today. 
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•    Board  of  Supervisors  Unanimous  Approval  of  Seawall  Lot  337  Term  sheet  - 
May  14,  2013 

On,  Tuesday,  May  14,  2013,  the  Board  of  Supervisors  unanimously 
approved  the  term  sheet  of  the  Seawall  Lot  337  and  Pier  48  project,  known 
as  Mission  Rock.  This  is  very  good  news  for  us.  I  don't  think  we  have  ever 
had  a  term  sheet  approved  unanimously  by  the  Board  of  Supervisors,  so  it 
was  a  testament  to  the  many  years  of  planning  and  effort  that  have  gone  into 
this  transaction,  and  the  great  support  that  we  had  from  our  community.  In 
particular,  thank  you,  Corinne  Woods,  and  thank  you  for  Katy  Lidell,  and 
many  others  who  have  helped  us  to  move  this  project  forward.  That  was  a 
very  big  coup. 

The  Board  of  Supervisors  specifically  endorsed  the  non-binding  term  sheet. 
We  still  need  to  do  a  lot  of  work.  Over  the  next  1 8  to  24  months,  the  project 
team  will  engage  the  environmental  review  process,  and  further  refine  the 
project's  physical  characteristics,  financial  terms,  leading  to  transaction 
documents,  which  will  end  up  in  a  lease  disposition  and  development 
agreement  and  a  master  lease.  We'll  be  back  to  the  Commission  in  the  next 
18  to  24  months. 

To  recap,  the  Port  Commission  and  the  Board  of  Supervisors,  in  approving 
the  non-binding  term  sheet,  are  envisioning  approximately  eight  acres  of 
public  parks  and  open  space,  650  to  1500  new  housing  units,  1 .3  to  1 .7 
million  square  feet  of  commercial  space,  150,000  to  250,000  square  feet  of 
retail  space,  approximately  3000  parking  spaces,  and  the  rehabilitation  and 
reuse  of  Pier  48  for  Anchor  Steam  Brewing  Company.  We  are  very  excited 
about  where  we  are  in  the  process.  We  look  forward  to  continuing  to  work 
with  all  of  our  community  partners  and  community  advisors,  including  the 
Central  Waterfront  Advisory  Group,  who  some  of  them  are  here  today,  the 
Maritime  Commerce  Advisory  Committee,  the  Mission  Bay  Citizen  Advisory 
Committee,  and  other  neighborhood  associations,  as  well  as  our  plethora  of 
regulatory  agencies. 

A  lot  of  work  to  do  going  forward,  but  a  major  milestone  has  been  met.  We 
are  most  gratified  by  all  of  the  support  and  hard  work,  including  by  the 
Board's  budget  analyst.  Congratulations  to  the  City  Port  team  of  Michael 
Martin  from  the  Office  of  Economic  and  Workforce  Development,  Jonathan 
Stern,  Phil  Williamson,  and  Brad  Benson  and  Byron  Rhett  from  the  Port 
Team.  We  are  very  pleased.  Thank  you,  Commissioners,  for  all  that  you 
have  done  throughout  the  last  three  or  four  years  to  help  us  get  this  far.  I 
hope  you  take  great  pride  in  that. 


•    Brannan  Street  Wharf  Project  Night  Time  Construction  and  Northbound 
Embarcadero  Lane  Closure  -  May  28,  2013  to  May  31,  2013  from  10  p.m.  to 
5  a.m.  and  12  a.m.  to  5  a.m.  during  Giants  Game 
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We  are  coming  close  to  completion  of  the  Brannan  Street  project  at  the  end 
of  this  fiscal  year.  There  will  be  yet  another  lane  closure  this  week  for  two 
nights  between  now  and  the  next  four  nights.  Happily,  the  Giants  are  only  in 
town  one  night,  Wednesday  night  for  a  7:15  p.m.  game.  Otherwise,  they  play 
Thursday  at  AT&T  Park  during  the  afternoon.  If  it's  tonight  or  Thursday  night 
or  Friday  night,  then  the  closure  will  run  from  1 0  pm  to  5  am.  If  the  closure 
occurs  on  Wednesday  night,  of  course  it  will  be  well  after  the  Giants  game, 
which  would  be  from  12  am  to  5  am.  As  you  know,  this  is  a  pretty  big  project 
that  we're  building,  including  a  seawall  repair.  We  have  to  close  the  bike  lane 
and  one  lane  of  the  northbound  Embarcadero  and  the  Promenade  these 
evenings  in  order  to  complete  some  of  the  work  that's  required.  It's  our  goal 
to  have  all  of  these  three  elements  reopened  in  time  for  the  morning  at  5  am. 
We  ask  everybody  to  just  bear  with  us  a  little  bit  longer.  The  end  result  is 
going  to  be  amazingly  terrific. 

Release  of  Draft  Environmental  Impact  Report  (EIR)  by  the  Water 
Emergency  Transportation  Authority  (WET A)  for  the  Expansion  of  the 
Downtown  San  Francisco  Ferry  Terminal  -  May  31 ,  2013 

Another  item  which  is  moving  forward  is  the  downtown  San  Francisco  Ferry 
Terminal  Project.  You  may  recall  that  this  is  a  project  right  here  at  the  Ferry 
Building,  sponsored  by  the  Water  Emergency  Transit  Authority,  also  known 
as  WETA.  They  are  looking  to  expand  their  terminal  area  here  with  up  to 
three  new  ferry  gates,  and  related  passenger  amenities,  as  well  as  an 
enclosure  of  the  lagoon  in  front  of  Sinbad's  Restaurant  so  that  there  can  be 
place  for  emergency  queuing  in  the  event  that  there  is  a  need  to  evacuate 
downtown  or  get  people  across  the  Bay  by  ferry  quickly. 

Those  three  new  gates  would  support  ferry  service  to  Richmond,  Berkeley, 
Treasure  Island,  Hercules,  Redwood  City,  Martinez,  and  Antioch.  It's  a  pretty 
big  undertaking  on  behalf  of  the  Water  Emergency  Transit  Authority.  To  do 
so,  they  need  to  do  both  an  EIR  under  California  Environmental  Quality  Act 
regulations,  and  an  environmental  impact  statement  (EIS)  under  the  National 
Environmental  Protection  Act. 

For  purposes  of  the  federal  EIS,  the  Federal  Transportation  Authority  is  the 
primary  lead  for  that  action,  as  they  are  providing  some  of  the  funding.  Under 
CEQA,  it  will  be  WETA.  The  Port  itself  is  considered  a  responsible  agency, 
as  we  are  the  landowner.  Eventually,  the  Port  Commission  will  be  asked  to 
approve  the  EIR  as  a  function  of  moving  forward  with  the  project  itself.  As  of 
right  now,  the  EIR/EIS  is  going  to  be  published  in  draft  form  this  Friday.  As 
soon  as  it  is  published,  we  will  make  available  a  link  for  that  on  our  website, 
which  is  sfport.com.  We  are  also  co-hosting  a  public  meeting  on  June  25, 
2013  at  5:30  pm  in  the  Bayside  conference  rooms  to  being  conversation  on 
the  draft  EIR.  The  draft  EIR/EIS  is  being  published  by  WETA  on  Friday,  May 
31,  2013. 


•  Sunday  Streets  Event  from  China  Basin  to  the  Bawiew  -  June  9,  2013  from 
11  am  to  4  pm 

Sunday  Streets  will  again  be  at  the  Port  on  June  9,  2013  from  11  am  to  4  pm. 
This  time,  Sunday  Streets  will  take  place  from  China  Basin  to  the  Bayview. 
The  event  will  close  down  traffic  lanes  to  create  an  expanding  recreational 
area  that  will  run  from  AT&T  Park  down  Third  Street  to  Berry  and  to  the 
Bayview  Opera  House  at  Newcomb  and  Third  Streets.  That  will  give  us  an 
opportunity  to  showcase  our  blue  greenway  as  it  exists  today,  along  Third 
Street  and  Cargo  Way,  and  our  elements  that  we've  been  working  on  along 
Terry  Francois  Boulevard. 

•  In  Memoriam  -  William  Wilson,  III  and  Roy  M.  Fross 

We  have  two  in  memoriam  that  we'd  like  to  ask  if  we  could  adjourn  in  their 
honor.  The  first  is  the  passing  of  William  Wilson  III.  He  passed  away  on  May 
7,  2013.  As  you  may  know,  he  was  a  renowned  developer  here  in  the  Bay 
Area.  He  founded  William  Wilson  and  Associates.  He  was  co-founder  of 
Webcor  Builders,  and  co-founder  of  Wilson  Meany  Sullivan.  He's  done  a  lot 
of  great  projects  that  you  would  recognize.  But  most  importantly,  as  part  of 
Wilson  Meany  Sullivan,  he  did  the  Ferry  Building  renovation  and 
rehabilitation.  We'd  like  to  recognize  his  contribution  to  the  Port  by  adjourning 
the  meeting  in  his  honor. 

Secondly,  we'd  like  to  adjourn  in  honor  of  Roy  M.  Fross.  Roy  passed  away 
May  10,  2013.  He  was  91  years  old.  Roy  joined  the  Port  in  1946.  It  would 
have  still  been  an  agency  of  the  State  of  California.  He  joined  as  an 
electrician.  He  stayed  with  the  Port  for  38  years,  retiring  as  the  Assistant 
Superintendent  of  Harbor  Maintenance.  Along  the  way,  he  met  his  wife  here 
at  the  Port,  and  married  her.  Her  name  is  Alberta,  and  they  were  married  for 
61  years  until  he  passed  earlier  this  month.  Roy  was  born,  raised,  and 
educated  in  San  Francisco  from  elementary  school  on.  In  1942,  before  he 
joined  the  Port,  he  enlisted  in  the  Navy  for  World  War  II.  His  job  was  to  repair 
ships  while  they  were  at  sea.  He  came  back,  and  then  joined  the  Port  in 
1946,  and  stayed  on  with  the  Navy  as  a  ready  reserve  out  of  Treasure  Island. 
He  was  called  back  to  full  duty  for  the  Korean  War,  and  upon  conclusion  of 
his  service,  came  back  to  the  Port.  We'd  like  to  mark  his  passing  by  an 
adjournment  of  this  body  in  his  honor. 

CONSENT 

A.    Request  authorization  to  execute  a  modification  to  Contract  No.  2743,  Pier  331/2 
Improvements  Project,  with  Roebuck  Construction,  to  extend  the  original 
Contract  duration  of  240  days  by  an  additional  54  days.  (Resolution  No.  13-22) 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Adams 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  No. 
13-22  was  adopted. 
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PLANNING  &  DEVELOPMENT 

A.    Request  endorsement  of  the  Term  Sheet  between  the  Port  and  Forest  City 
Development  California,  Inc.  for  the  mixed-use  development  of  the  Pier  70 
Waterfront  Site,  bordered  generally  by  20th  Street,  Michigan  Street,  22nd  Street 
and  the  San  Francisco  Bay.  (Resolution  No.  13-20) 

Brad  Benson,  Special  Projects  Manager  -  I'm  here  representing  the  rather 
extensive  City  and  Port  team,  who's  been  working  on  Pier  70,  and  active  in  the 
waterfront  site  negotiations.  We're  joined  today  by  Kevin  Ratner  and  Jack 
Sylvan,  with  Forest  City.  Jack  is  going  to  start  today's  presentation  by  going  over 
Forest  City's  vision  for  the  waterfront  site.  The  Commission  chose  Forest  City 
because  it's  a  publically  traded  company.  It's  got  deep  access  to  capital.  Forest 
City  has  experience  developing  neighborhoods  of  the  type  that  we're  looking  to 
develop  at  the  waterfront  site.  As  a  city  team,  we've  been  impressed  with  their 
vision  for  the  waterfront  site.  They've  got  respect  for  the  historic  character  of  the 
site.  They've  been  working  very  closely  with  neighbors  around  Pier  70,  folks  in 
Dogpatch,  and  up  on  Potrero  Hill  and  surrounding  areas.  We're  very  excited  to 
greet  this  milestone  with  them  today. 

Jack  Sylvan  -  I'm  with  Forest  City,  and  I'm  happy  to  be  joined  today  by  Kevin 
Ratner,  who's  the  head  of  the  West  Coast  for  the  company.  Before  going  into 
the  vision  that's  been  put  forward,  in  case  the  opportunity  doesn't  present  itself 
at  the  end,  thank  all  of  the  people  who've  been  involved,  beyond  Forest  City's 
involvement.  That  includes  the  Port  Commissioners,  Executive  Director  Moyer, 
the  great  team  of  staff  from  the  Port,  from  the  Mayor's  Office,  the  Central 
Waterfront  Advisory  Group,  all  of  the  stakeholders  from  the  neighborhood,  and 
the  folks  who  are  out  on  the  site  today,  including  the  Noonan  tenants. 

To  set  the  stage  for  the  presentation  of  the  terms,  I'd  like  to  share  the  vision  that 
came  out  of  the  research  that  we've  done,  both  for  Pier  70,  as  well  as  for  the 
other  project  that  we  are  moving  forward  in  San  Francisco,  the  5M  Project,  and 
that  came  out  of  the  community  outreach  and  the  input  that  we  got  through  that 
process  and  maybe  a  place  to  start  is  to  remind  ourselves  that  there  are  many 
goals  for  the  project.  The  three  key  ones  were:  (1)  to  create  a  vibrant  district  at 
Pier  70,  and  the  waterfront  site  was  a  key  piece  of  that;  (2)  the  goal  of 
reestablishing  Pier  70  as  a  major  business  hub,  as  a  driver  of  jobs;  and  (3)  using 
the  revitalization  of  Pier  70  to  deliver  a  comprehensive  and  extensive  public 
benefits  package,  that  ranges  from  new  infrastructure,  open  space,  affordable 
housing,  but  also  the  financial  benefits  that  will  accrue  to  the  Port  and  the  City. 
All  of  these  goals  were  incorporated  in  the  2010  master  plan 

Delivery  on  those  goals  hinges  on  the  ability  to  successfully  create  a  place  that 
leverages  the  historic  uses  on  the  site,  the  historic  character  of  the  site,  and  that 
integrate  with  the  surrounding  neighborhood.  One  of  the  things  that,  early  in  the 
process,  that  we  were  going  through  at  Pier  70  that  we  found  from  conversations 
with  the  community,  that  we  found  in  conversations  with  companies  that  are 
driving  growth  in  San  Francisco,  is  that  there  is  a  tremendous  overlap  in  the 
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character  of  the  urban  environment  that  they  want  to  be  located  in,  which  is 
great  for  us.  It  gives  us  the  opportunity  to  actually  be  able  to  accomplish  both 
those  goals  at  one  time. 

The  ability  to  create  that  type  of  environment  hinges  around  a  component  of 
space  and  planning  that  gets  referred  to  via  a  lot  of  different  terms,  but 
fundamentally  is  a  diverse  mix  of  interesting,  creative,  publically  accessible  and 
inviting  uses  that  permeate  the  ground  floor  of  the  district.  This  is  something  that 
San  Francisco  is  loved  for  its  neighborhoods.  It's  something  that  we  see  in  all  of 
those  neighborhoods. 

Places  where  there's  also  a  major  office  component  are  where  you  also  have 
this  are  South  of  Market  and  South  Park.  You're  starting  to  see  some  of  that  in 
the  Dogpatch  area  as  well.  You  see  less  of  that  in  the  financial  district,  and  even 
in  Mission  Bay.  Partly  it's  just  that  those  places  were  not  necessarily  designed  to 
try  and  accommodate  and  attract  those  types  of  uses. 

However,  at  Pier  70,  we  believe  this  component  is  fundamental  to  making  Pier 
70  a  place  that  can  draw  those  major  commercial  users,  those  anchor  office 
tenants,  the  knowledge  economy  companies,  which  is  essential  to  fulfill  the 
policy  goal  of  making  Pier  70,  once  again,  a  major  business  hub.  It's  essential  to 
the  economic  equation  that  supports  $150,000  in  infrastructure  costs.  It's  also 
essential  to  drawing  the  critical  mass  of  people  on  the  streets  that  support  those 
uses  on  the  ground  floor.  It's  a  bit  of  a  cycle  that  supports  itself.  Sometimes  we 
call  this  category  of  uses  "creative  uses"  or  "place-making  uses."  In  the  term 
sheet,  the  term  that  you  see  is  "innovation,  retail,  and  arts."  It's  a  bit  of  a  catchall 
phrase  that  covers  a  pretty  broad  spectrum.  I'd  like  to  highlight  what  we  mean 
when  we  say  that,  who  we're  talking  about. 

In  Building  12,  we've  envisioned  it  as  a  market  hall  that  is  the  type  of  user  that  is 
the  local  manufacturer  that's  making  and  selling  goods.  The  Dogpatch  has  a 
pretty  robust  and  successful  array  of  chocolate  makers  and  wine  makers.  Those 
are  the  type  of  things  that  you  would  see  here.  There  are  apparel  manufacturers 
in  San  Francisco  that  are  homegrown  and  successful,  like  Betabrand  that  also 
could  be  part  of  this. 

There's  a  second  component,  which  is  design  and  product  manufacturing  that 
could  be  industrial  designers,  furniture  makers,  letterpress  printers  and  a  third 
category,  neighborhood-serving  retail  which  is  obviously  important  to  a  vibrant 
neighborhood.  It  has  a  couple  of  components.  One,  restaurants,  cafes,  maybe  a 
biergarten,  that  type  of  use,  which  we  think  will  be  an  important  component  here 
and  something  that  is  along  the  lines  of  neighborhood  services  and 
conveniences,  like  a  drycleaner,  a  bookstore,  a  market,  a  yoga  studio. 

A  fourth  component  of  this  place-making  category  of  uses  is  the  arts  and  cultural 
component.  It's  something  that  exists  today  at  Pier  70.  It's  something  that  we 
think  is  important  to  expand.  The  folks  who  are  in  the  Noonan  Building  are  the 
seed  of  that.  At  the  5M  Project,  we've  got  partners  -  Intersection  for  the  Arts,  or 
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the  Gray  Area  Foundation  for  the  Arts  --  that  are  good  examples  of  the  type  of 
organizations  that  we'd  like  to  partner  with.  Gallery  spaces,  and  perhaps  an 
indoor/outdoor  performance  venue  is  something  that  would  be  successful  here. 

A  fifth  category  that  consists  of  organizations  that  serve  as  a  network.  They 
often  consist  of  users  that  are  sharing  space,  and  sometimes  equipment. 
There's  a  high  density  of  people  in  the  space,  therefore  a  high  density  of 
creativity,  and  often  a  high  density  of  cross-pollination.  Often  they're  called 
incubators  or  work  share  environments.  At  5M,  a  couple  of  those  partners  that 
we  have  that  fit  that  category  are  TechShop,  around  making  and  manufacturing, 
or  The  Hub,  around  social  entrepreneurship. 

This  is  an  example  of  the  array  of  types  of  uses.  Pier  70  will  have  its  own  unique 
mix  that  will  develop  over  time,  as  we  start  to  test  what  works.  That's  something 
that  we'd  like  to  start  doing  immediately.  It's  also  I  think  important  to  note  that 
these  were  the  uses  that,  when  we  went  out  to  the  community  and  said,  "What  is 
your  vision  for  Pier  70?"  it  was  these  types  of  uses  that  we  heard  people  saying 
they  wanted  to  come  to  the  site  to  experience  the  type  of  activities  that  they 
were  hoping  to  see. 

There's  275,000  square  feet  of  this  space  in  the  project,  which  is  a  very 
significant  component.  It's  focused  on  the  ground  floor.  It's  worth  noting  and 
perhaps  a  bit  obvious  that  these  are  not  the  economic  drivers  of  the  project. 
These  uses  actually  require  subsidy.  They're  not  what  will  pay  for  the 
infrastructure  or  the  construction  of  the  buildings.  We  believe  that  they  are 
essential  to  creating  the  ecosystem,  the  character,  the  culture  of  the  place,  that 
can  then  be  the  magnet  to  draw  what  is  the  economic  engine  for  the  project, 
which  is  a  combination  of  the  residential  component  and  the  Class  A  commercial 
office  component. 

The  plan  that  we  have  today,  and  what's  in  the  term  sheet,  anticipates  about 
1000  residential  units,  and  about  2.25  million  square  feet  of  office  space.  That 
really  is  the  component  that  supports  the  delivery  of  the  public  benefits  package, 
as  well  as  it  supports  those  ground  floor  uses,  not  just  via  the  subsidy,  but  by 
having  enough  people  on  the  site. 

One  thing  that  I  think  is  just  important  in  terms  of  the  land  planning  perspective 
and  a  place-making  perspective,  is  if  you  look  at  where  these  uses  are  located, 
these  place-making  uses  are  almost  all  on  the  ground  floor,  and  they  cover  the 
majority  of  the  ground  floor  spaces.  That  is  where  the  public  will  interact  with  the 
site.  It's  on  the  upper  levels  where  you  have  used  the  residential  and 
commercial  uses  that  are  less  accessible,  but  which,  again,  are  the  economic 
driver  for  the  site. 

Importantly,  this  ecosystem  of  built  spaces  and  uses  is  tied  together  by  the 
public  realm.  The  public  realm  is  the  parks,  the  streets,  the  sidewalks,  the 
pathways,  and  the  new  shoreline.  The  plan  is  specifically  configured  to  enable 
those  parks  to  become  extensions  of  the  activity  in  the  buildings,  and  vice  versa. 
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We've  taken  the  open  space,  and  we've  created  these  rooms  that  have  a  more 
intimate  relationship  with  the  buildings  that  they  front  on. 

The  market  square  becomes  a  place  where  this  market  hall  in  Building  12,  which 
is  the  rust-colored  building,  spills  out  into  this  urban  plaza  that  is  surrounded  by 
Buildings  2,  12  and  21 ,  the  node  of  historic  buildings  that  are  on  the  waterfront 
site.  At  an  area  of  the  site  called  the  Slipways  Commons,  this  connects  that 
historic  node  in  the  market  square  with  the  waterfront.  It's  framed  on  both  sides 
by  the  creative  uses.  In  this  area,  there  will  be  a  new  building  that  includes  the 
arts  and  cultural  and  local  manufacturing,  and  perhaps  an  indoor/outdoor 
performance  venue. 

There's  no  road  between  the  buildings  and  the  open  space.  The  activity  can 
actually  spill  out  onto  that  park.  The  space  is  large  enough,  and  will  be  designed 
to  be  flexible,  so  that  you  could  have  2000,  3000  people  there  for  a  music 
concert  or  an  outdoor  movie,  but  it's  also  the  type  of  space  where  somebody 
could  have  a  picnic  or  take  their  kids  out  to  play. 

A  third  space  is  an  area  called  the  Point,  where  the  blue  greenway  passed 
through  Pier  70  and  actually  touches  the  waterfront  on  the  waterfront  site.  It's  in 
front  of  Building  6  and  is  a  calmer  greener  landscape  zone.  Lastly,  the 
promenade  area,  which  will  become  a  distinct  part  of  San  Francisco's  waterfront, 
with  a  generous  bicycle  and  pedestrian  pathway,  restaurants  and  cafes  on  one 
side,  with  the  historic  piers  jutting  out  into  the  Bay  on  the  other,  and  the  amazing 
views  north  towards  downtown  and  the  Bay  Bridge,  and  the  connection  south, 
and  what  will  become  an  extension  of  this  shoreline  access,  and  the  former 
Potrero  Power  Plant. 

We've  had  three  incredibly  well  attended  open  houses  at  Pier  70.  We've 
probably  had  600  to  700  people  in  those  open  houses,  and  have  been  excited 
by  the  overwhelmingly  positive  response  that  we've  received.  We're  extremely 
excited  to  advance  what  today  is  at  a  conceptual  level  to  the  next  phase  of 
planning  and  design,  with  your  support  on  the  term  sheet,  and  to  move  things 
just  one  step  closer  to  making  it  a  reality. 

Brad  Benson  -  The  purpose  of  this  part  of  the  presentation  is  to  share  with  you 
not  so  much  the  terms  of  the  term  sheet.  We  went  over  those  in  the  last 
Commission  meeting  but  to  go  through  the  city  staff  analysis  of  the  land  use 
program  and  the  deal  structure,  getting  to  what  some  of  the  expected  returns  to 
the  Port  may  be,  and  talk  a  little  bit  about  what  comes  next  if  the  Port 
Commission  endorses  the  term  sheet  today. 

We've  been  thinking  about  Pier  70,  dreaming  about  Pier  70  for  quite  some  time, 
really  since  the  Waterfront  Land  Use  Plan  identified  a  portion  of  the  site  as  a 
mixed  use  development  opportunity  site.  There  was  a  prior  effort  to  develop  the 
site,  which  you  all  know  was  not  successful  and  largely  not  successful  because 
it  focused  on  a  15  acre  area  of  the  site,  and  there  were  questions  about  what 
would  happen  with  the  rest  of  Pier  70. 
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There  was  an  EDA  visioning  of  the  site  that  was  in  2005,  which  led  to  the 
process  that  Commissioner  Brandon  participated  in,  which  was  the  planning 
process  to  develop  the  preferred  master  plan.  That  yielded  an  endorsement  by 
the  Port  Commission  in  2010,  and  subsequent  developer  solicitation,  which 
resulted  in  the  selection  of  Forest  City  in  201 1 . 

If  the  term  sheet  is  endorsed,  we'll  enter  an  approximately  two  to  three  year 
entitlement  phase  on  the  project.  That's  where  we'll  do  the  CEQA  analysis,  we'll 
look  at  zoning  for  the  site,  through  a  special  use  district,  and  refine  some  of  the 
infrastructure  concepts  and  the  urban  design  concepts  that  Jack  has  presented 
today. 

Along  the  way,  we've  been  lucky  enough  to  get  some  project-related  legislation. 
Prop  D,  which  was  sponsored  by  Supervisor  Sophie  Maxwell,  was  a  very  unique 
tool  to  entitling  Pier  70  through  a  board  adoption  of  a  Pier  70  land  use  and 
financial  plan.  We've  been  lucky,  with  Assembly  Member  Ammiano's  help,  to  get 
some  important  state  legislation  to  facilitate  the  trust  swap,  and  to  gain  extra 
state  tax  revenues  to  help  fund  the  infrastructure  at  the  site. 

As  we  think  about  Pier  70  today,  and  post-master  plan,  we've  divided  the  site 
into  different  quadrants.  The  ship  repair  is  shown  in  the  purple,  and  the  primary 
goal  of  the  master  plan  is  to  retain  that  ship  repair  activity  at  this  site.  We've 
made  major  investments  in  the  drydock  at  the  site.  The  cove  area  in  the 
northwest  corner  of  the  site  is  where  David  Beaupre  and  other  Port  staff  are 
trying  to  finish  the  design  of  Crane  Cove  Park,  with  approximately  $20  million  in 
general  obligation  bond  funding  approved  by  voters. 

Orton  Development  is  working  hard  to  negotiate  with  Port  staff  over  the  historic 
core,  those  significant  buildings  along  20th  Street,  with  the  hopes  of  a  lease  late 
in  2013  or  early  2014.  The  hill  area  is  Port  owned  and  that  does  play  a  role  in 
the  transaction.  The  other  area  is  owned  by  PG&E,  and  we  have  designs  on  that 
property.  The  waterfront  site  is  approximately  28  acres.  It  contains  three  historic 
buildings  that  are  planned  for  rehabilitation  as  part  of  a  historic  district. 

As  explained  at  the  last  Port  Commission  meeting,  there  are  some  unique 
characteristics  of  the  waterfront  site.  It's  very  high  infrastructure  costs,  probably 
30  to  50  percent  higher  than  we're  seeing  at  Seawall  Lot  337.  Also,  it's  more  of  a 
pioneering  location.  It's  harder  to  imagine  development  happening  at  the  site 
today.  It's  going  to  take  Mission  Bay  building  out  a  little  bit  more,  Dogpatch 
becoming  a  little  bit  more  mature  as  a  development  site.  We  think  that  there  are 
higher  market  risks.  The  market's  not  quite  as  ready  to  move  into  Pier  70 
because  of  some  infrastructure  risks. 

As  you  look  at  the  waterfront  site  itself,  in  the  context  of  Pier  70,  this  is  an 
overlay  of  the  entire  70  acre  site  where  Crane  Cove  Park  concepts  are  overlaid. 
In  the  purple  are  those  PG&E  parcels.  They're  right  along  Illinois  Street.  If  you 
think  about  the  way  the  market  might  want  to  go  at  Pier  70,  those  are  likely  first. 
The  waterfront  site  is  a  little  bit  more  removed.  City  plans  to  build  the  area  in 
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yellow  first,  for  their  phase  one,  followed  quickly  by  the  residential  in  phase  two, 
and  finishing  up  with  office  and  residential  in  phases  three  and  four,  along  with 
some  district  parking  facilities  to  serve  the  site. 

Jack's  given  you  a  good  sense  about  the  land  use  overview.  We're  looking  at 
approximately  3.5  million  gross  square  feet  of  leasable  area,  mainly  office  at 
about  2.2  million  square  feet,  complemented  by  about  950  residential  units,  and 
this  innovation/retail/maker  space  that  Jack  talked  a  lot  about,  at  around  270,000 
square  feet.  Very  importantly,  open  space,  about  seven  acres  of  open  space, 
including  the  grand  4.5  acre  waterfront  park. 

This  summarizes  where  the  land  uses  are  planned  for  the  site.  What  you  see  in 
blue  are  the  office  uses.  They're  coming  late  in  the  project.  What's  shown  in  red 
is  the  innovation/retail/maker  space,  including  a  couple  of  the  historic  buildings. 
What's  shown  in  yellow  is  where  the  residential  would  be  located,  primarily  low 
rise  in  the  center  of  the  project  over  the  slipways  and  the  gray  are  the  parking 
facilities. 

We  went  through  about  a  four-month  process  with  City  Planning,  the  Office  of 
Economic  and  Workforce  Development,  Municipal  Transportation  Agency,  and 
Port  staff,  along  with  Forest  City,  to  look  at  the  land  use  concept.  We  concluded 
that  the  higher  infrastructure  costs  at  the  site  did  warrant  the  addition  of  more 
density.  The  desire  for  an  active  waterfront  neighborhood  warranted  the  addition 
of  residential,  which  was  not  contemplated  during  the  Port's  master  planning 
process. 

City  staff  are  very  excited  about  the  place  making  concepts  that  Forest  City  has 
put  forward,  and  doubly  excited  because  they've  shown  success  at  5M  at  being 
able  to  achieve  that  kind  of  place  making.  The  project  does  retain  the 
commercial  focus  that  was  the  focus  of  the  preferred  master  plan,  and  we  think 
will  make  for  a  great  job  center  at  Pier  70. 

The  historic  rehab  projects  will  be  done  at  Building  2,  12,  and  21  and  also  the 
place  making,  right  along  the  open  spaces  in  the  waterfront  site  and  over  the 
slipways.  This  gives  you  a  sense  about  the  project  massing,  which  Forest  City 
actually  did  a  massing  analysis,  looking  at  how  you  could  achieve  the  total 
development  footprint,  assuming  the  massing  that  is  typical  in  Mission  Bay.  It 
would  largely  cover  the  waterfront  site,  and  it  wouldn't  leave  room  for  low  rise  in 
the  center,  and  open  space  in  the  quantities  that  we're  hoping  to  achieve  at  the 
site. 

This  gives  you  some  reference  points  for  the  heights  that  are  being  examined. 
The  three  larger  buildings  on  the  site  are  planned  to  be  up  to  230  feet  tall.  This 
gives  you  a  reference  point  for  what  230  feet  means.  We've  got  height  already  at 
the  waterfront  site  in  terms  of  ships  in  the  dry  dock,  the  cranes  that  occupy  Pier 
80.  The  Potrero  Power  Plant  stack  is  300  feet  tall.  We  think  that  there  is  already 
height  at  the  site,  and  the  planned  height  fits  in  with  the  scale  of  the  surrounding 
area. 
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Forest  City  has  been  clear,  and  we  welcome  the  fact  that  we  haven't  landed  on 
exactly  where  the  height  is  going  to  be  located  on  the  site.  There  was  a  lot  of 
discussion  with  the  historical  preservation  planners  and  other  planning  staff 
about  the  right  locations  for  height.  What  this  shows  in  green  are  sites  where  the 
city  agreed  would  be  good  locations  for  height  at  the  waterfront  site. 

What  you  see  in  yellow  are  sites  that  may  be  appropriate  for  height.  What  you 
see  in  red  are  sites  that  are  likely  not  appropriate  for  height.  We'll  be  going 
through  the  CEQA  process,  examining  shadow  effects  of  height,  the  impacts  on 
the  historic  resources  and  the  open  space  to  determine  the  best  locations  for  the 
taller  buildings  at  the  site. 

Jack's  already  walked  through  the  open  space  concept  for  the  site,  this  idea  of 
different  rooms  in  the  open  space.  I  will  point  out  that  on  the  district  parking 
garages,  there's  planned  open  space  on  those  garages.  They're  planned  for 
active  recreation,  serving  the  neighborhood  and  the  additional  residential 
demand.  We  think  that's  a  very  important  component  of  the  open  space  vision. 

The  four-month  city  planning  process  that  we  went  through  led  to  looking  at  a 
number  of  issues  in  the  entitlement  phase  of  the  project,  particularly  historic 
buildings.  There's  a  planned  historic  district  nomination  for  the  entirety  of  Pier  70 
looking  at  circulation  through  the  site,  and  the  kinds  of  transit  that  MTA  can 
deliver,  open  space  massing  and  height  issues  as  well.  We'll  continue  to  apprise 
the  Commission  about  these  issues  during  the  entitlement  phase. 

Financial  analysis  of  the  project:  We  have  approximately  a  $20  million 
predevelopment  costs  being  funded  almost  entirely  by  Forest  City.  There  is  an 
estimated  $160  million  in  infrastructure  costs  over  four  phases.  The  Port  is  going 
to  realize  mainly  revenues  through  increased  improved  land  value  as  well  as  a 
variety  of  other  revenue  sources.  We're  eliminating  $47  million  of  current  capital 
liabilities  within  the  waterfront  site.  The  deal  is  structured  to  fairly  apportion  the 
risks  that  we  see  at  Pier  70  and  the  rewards. 

This  is  a  summary  of  Forest  City's  infrastructure  costs  that  they've  spent  much  of 
2012  examining.  $160  million  in  current  dollars.  Steven  Reel  of  Port  staff  led  a 
third-party  Port  analysis  of  these  infrastructure  costs.  You  see  what  would 
happen  to  the  Pier  70  site  if  nothing  were  done  to  address  sea  level  rise,  for  city 
plans,  through  its  infrastructure  approach,  to  build  up  the  site,  to  deal  with 
expected  sea  level  rise. 

The  Port's  third-party  analysis  of  the  infrastructure  found  that  the  cost  estimation 
was  appropriate.  The  overall  infrastructure  approach  is  appropriate.  They  did 
note  a  few  things  to  look  at  during  the  entitlement  phase.  There's  a  proposed 
secant  wall  that  we  need  to  pay  close  attention  to  make  sure  that  the  filled  area 
of  the  site  doesn't  slough  off  into  the  bay  if  there's  a  major  earthquake. 


We  need  to  look  at  the  weight  of  the  material  used  to  raise  the  site,  and  whether 
or  not  that  causes  settlement.  We're  going  to  be  talking  a  lot  with  the  San 
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Francisco  Public  Utilities  Commission  about  whether  it's  better  to  have  a 
combined  sewer  system  to  handle  sewer  flows  and  storm  water  flows,  or  it's 
better  to  have  a  separate  system.  We  need  to  think  about  site  utilities  for  all  of 
Pier  70,  and  including  Orton  and  other  users  of  the  site. 

This  is  a  very  notional  schedule  at  this  point.  If  we  get  through  the  first  phase 
which  is  the  entitlement  phase,  infrastructure  planning  and  construction  would 
start  in  201 6-201 7.  There  wouldn't  be  full  build  out  of  the  site  until  likely  2028  or 
beyond.  It's  more  than  a  decade  of  building  out  the  site. 

We're  going  to  try  to  incorporate  the  new  zoning  of  the  site  through  a  special  use 
district  that  will  include  design  for  development  guidelines  for  both  the  public 
realm  and  the  buildings.  We'll  be  spending  a  lot  of  time  thinking  in  more  fine- 
grained detail  about  how  the  site  will  look. 

Forest  City  is  going  to  comply  with  all  of  the  city's  affordable  housing 
requirements,  and  they're  looking  at  an  80/20  income  mix,  20  percent  affordable 
mix  above  the  city's  requirement,  with  the  use  of  tax  credits.  We've  had  a  good 
dialogue  with  the  SFMTA.  They're  performing  a  waterfront  transportation 
assessment  to  look  at  the  site,  and  how  Muni's  various  lines  could  be  enhanced 
to  provide  better  service,  starting  with  whether  or  not  there  can  be  a  central 
subway  turnaround  right  at  20th  and  Illinois.  That  could  provide  four-minute 
headways  to  the  site  during  peak  transit  times. 

Emily  Lesk  from  the  Office  of  Economic  and  Workforce  Development,  and 
Richard  Berkson  from  Economic  &  Planning  Systems,  worked  together  on  the 
fiscal  feasibility  analysis  of  the  project.  It's  showing  total  annual  tax  revenues  to 
the  city  of  close  to  $30  million,  one-time  fees  and  construction  period  taxes  of 
about  $90  million,  and  huge  employment  figures,  14,000  construction  jobs,  direct 
and  indirect  construction  jobs  and  almost  13,000  permanent  jobs. 

Forest  City's  going  to  be  a  good  neighbor  in  terms  of  how  they  deliver  this 
project.  They  are  committed  to  working  with  local  communities  to  share  the 
economic  benefits  of  the  project.  They  finalized  an  agreement  with  the  contract 
monitoring  division,  providing  for  ten  percent  LBE  participation  in  contracting 
during  the  entitlement  phase.  They  have  reached  agreement  with  the  unions 
regarding  a  project  labor  agreement  that  will  incorporate  a  local  hire  commitment 
for  both  the  horizontal  and  the  vertical. 

Commissioner  Brandon  asked  at  the  last  Port  Commission  meeting  about  the 
Southern  Waterfront  Community  Benefit  Fund.  The  Port  will  deposit  funds  in  that 
fund,  consistent  with  the  Port  Commission's  adopted  policy. 

Essentially  the  deal  works  such  that  Forest  City  will  invest  its  equity  in 
entitlements  and  in  infrastructure.  They'll  get  an  18  percent  return.  After  that  18 
percent  return,  we'll  split  the  remaining  land  value  45  percent  to  Forest  City,  55 
percent  to  the  Port.  We've  layered  on  top  of  that  some  other  participation 
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mechanisms  that  occur  regardless  of  whether  or  not  Forest  City  has  hit  its  18 
percent. 

I  want  to  point  out  the  big  revenue  sources  over  time.  In  line  one,  net  tax 
increment  to  Port/Pier  70,  we  have  other  capital  needs  at  Pier  70.  We  have  other 
historic  buildings.  We  have  Crane  Cove  phase  two.  The  Port  will  get  a  share  of 
the  tax  increment  generated  from  the  waterfront  site  to  help  address  those 
needs.  That  will  be  early  money  for  the  project. 

With  regard  to  the  "modified  gross  revenues,"  we  have  structured  the  deal  so 
that  the  Port's  participation  in  revenues  will  increase  over  time,  after  the 
buildings  have  been  built.  Starting  in  year  30,  we'll  get  1 .5  percent  of  modified 
gross  revenues  from  all  the  buildings,  or  almost  all  of  the  buildings.  That  ramps 
up  to  2.5  percent  in  year  60.  That  will  generate  significant  out  year  revenues  to 
the  Port. 

With  regard  to  the  district  parking  garages,  we're  looking  at  a  public  financing 
approach  for  those  three  district  parking  garages,  where  the  Port  may  actually 
end  up  owning  those  garages  right  from  the  get  go,  and  would  get  the  benefit  of 
the  parking  revenues  after  they've  been  paid  off. 

In  total,  on  a  net  present  value  basis,  the  Port  would  realize  a  little  bit  north  of 
$1 50  million  in  proceeds  from  all  of  these  sources.  You  can  see  what  happens 
over  time.  In  2030,  Forest  City  will  hit  its  18  percent  return,  and  the  Port  getting  a 
55  percent  share  of  the  leases  that  have  occurred  before  that  period  in  time,  and 
then  revenues  growing  over  time  to  north  of  $30  million  by  2060. 

We're  very  excited  about  the  urban  design,  the  way  that  they've  designed  the 
buildings  to  allow  views  of  the  historic  resources  at  the  site.  This  is  one  concept 
for  the  park.  I  want  to  point  out  that  it  may  not  be  hardscaped  this  way.  We're  at 
an  early  conceptual  stage  but  it's  going  to  be  a  unique  urban  district. 

In  conclusion,  there  have  been  a  huge  number  of  people  who  have  been 
working  on  Pier  70  over  time,  both  at  the  Commission  and  at  the  staff  level, 
other  city  agencies,  in  the  community  and  with  the  Central  Waterfront  Advisory 
Group.  On  behalf  of  everybody,  it's  been  an  honor  working  for  you  on  this,  and 
we're  looking  forward  to  what's  coming  next. 

We  plan  to  be  at  the  Board  of  Supervisors  in  early  June.  This  slide  says  June 
1 2,  2013.  We  just  heard  that  the  budget  committee  may  want  to  move  that  up  to 
June  5,  2013  because  they  have  budget  deliberation.  It  may  be  that  the  budget 
committee  hearing  is  on  June  5,  2013  in  which  case  the  board  hearing  would  be 
on  June  1 1 ,  201 3  at  the  full  board  and  then  we  would  move  to  the  entitlement 
phase  that  I've  described.  In  two  to  three  years,  we  will  be  back  to  you  again 
with  transaction  documents  and  the  real  deal  between  the  Port  and  Forest  City. 


Tim  Colen  -  On  behalf  of  the  San  Francisco  Housing  Action  Coalition  and  our 
70-something  member  organizations,  we're  thrilled  to  see  this  presentation 
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again  as  the  project  evolves.  The  project  team  came  and  presented  to  our 
endorsement  committee  recently.  There's  a  lot  of  enthusiasm  among  our 
members  for  the  direction  this  is  taking.  In  particular,  this  is  kind  of  like  a  toehold 
on  our  southern  waterfront  that's  going  to  create  excitement  and  incentives  to 
further  develop  both  north  of  Pier  70,  and  hopefully  to  the  south,  and  points  in 
between.  One  of  the  things  that  come  out  is  we  like  how  it's  moving  in  an  urban 
direction.  We  would  urge  that  it  incorporates  to  the  fullest  extent  possible  flexible 
zoning  so  that  we're  not  trying  to  guess  the  market  20  years  out,  that  it  can  shift 
as  the  needs  change.  Another  thing  is  please  don't  build  a  single  parking  space 
that  isn't  absolutely  necessary.  That  would  be  for  the  future  of  the  waterfront  as 
well.  We  love  the  high  component  of  affordable  housing,  how  it's  able  to 
subsidize  a  lot.  The  80/20  looks  very  attractive.  We  think  that  this  is  just  a  gem 
of  an  opportunity.  This  is  not  the  time  or  the  location  to  go  timid  with  regards  to 
height  and  density.  You  have  a  terrific  opportunity.  As  the  enormity  of  the 
housing  crisis  that  the  city  faces  becomes  more  evident,  it's  hard  to  say  that  950 
would  be  adequate  at  a  location  like  this.  Don't  close  yourself  off  to  this  debate. 
It's  a  great  location  for  it.  Don't  be  timid  about  heights  but  don't  make  them  big 
and  bulky.  What  we  hear  a  lot  is  don't  make  it  look  like  Mission  Bay.  Go  for 
something  that's  much  smaller  footprints,  but  much  taller.  This  is  a  great  location 
for  it.  We're  thrilled  that  you're  here  to  look  at  the  term  sheet.  Don't  hesitate  to 
approve  it,  and  let's  get  this  going. 

Danny  Campbell,  Sheet  Metal  Workers  Union  Local  104  -  We're  very  excited 
about  this  project,  not  just  because  it's  going  to  create  thousands  of  construction 
jobs  and  ample  contracting  and  opportunities  for  local  contractors  but  more 
importantly,  it's  going  to  create  a  vibrant  mixed  use  project  on  the  waterfront, 
with  lots  of  open  space  for  public  use,  which  we'll  all  get  to  enjoy.  It  integrates 
ongoing  ship  repairs  at  the  existing  BAE  ship  repair,  which  will  ensure  continued 
employment  for  the  members  of  Sheet  Metal  Workers  Local  104.  We  look  for 
your  support  on  approving  this  term  sheet  today. 

Corrine  Woods,  Co-Chair  of  the  Central  Waterfront  Advisory  Group  -  We've 
been  working  on  Pier  70  for  15  or  more  years.  We're  very  pleased  to  see  the 
Forest  City  proposal.  I'd  like  to  see  more  density  too,  because  I  think  it's  a  great 
place  for  it.  I  hope  you  can  persuade  the  PUC  to  move  towards  separation  of 
sewer  and  storm  water.  When  we  were  planning  Mission  Bay,  we  had  separated 
storm  water  treatment  so  that  we  didn't  have  an  impact  on  the  southeast 
treatment  plant.  That  is  even  more  important  as  we  add  more  and  more  density 
on  the  southern  waterfront.  We're  hoping  PUC  can  be  pushed,  kicking  and 
screaming,  into  separation  of  storm  water  and  sewer. 

Michael  Theriault,  San  Francisco  Building  and  Construction  Trades  Council  -  We 
have  a  history  of  working  very  well  with  Forest  City,  and  they  with  us,  on  a 
complex  project,  not  quite  of  this  scale,  but  a  complex  project  that  came  in  on 
time,  under  budget.  They  also  have  a  history,  on  that  same  project,  of  doing  very 
well  on  local  hire,  in  collaboration  both  with  us  and  with  Mission  Hiring  Hall  for 
the  construction  jobs,  and  with  Mission  Hiring  Hall  for  the  end  use  jobs.  We  have 
worked  out  a  framework  for  them  for  local  hire  for  this  job  that  will  be 
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incorporated  in  the  eventual  project  labor  agreement,  the  details  of  which  are  still 
to  be  negotiated.  The  local  hire  framework  was  actually  the  very  first  thing  we 
worked  out.  We've  also  seen  their  outreach  to  the  community  in  this  start,  and 
we've  been  impressed  by  that.  We  look  forward  to  this  term  sheet  going  forward, 
and  ask  for  your  assistance. 

Suzy  Barnard  -  Speaking  on  behalf  of  the  Noonan  Building  artists  at  Pier  70,  we 
would  like  to  express  thanks  to  Forest  City  and  the  Port  for  including  us  in  the 
term  sheet,  which  was  submitted  to  the  Port  last  week.  We  raised  our  concerns 
at  the  Port  Commission  hearing  on  May  14,  2013  about  not  being  included  in 
Pier  70's  redevelopment  plans,  and  it  was  very  gratifying  to  be  heard.  We  very 
much  look  forward  to  working  together  in  an  atmosphere  of  trust  and  good  faith. 
I  have  a  couple  of  brief  points  this  afternoon  to  bring  to  your  attention.  Firstly, 
since  the  wording  on  Forest  City's  term  sheet  regarding  the  Noonan  Building 
artists  is  brief  and  general,  we  wish  to  state  clearly  that  affordable,  comparable 
art  studio  space  is  required  not  only  for  all  current  existing  tenants  and 
subtenants,  but  also  for  the  benefit  of  future  artists,  and  request  that  a  long-term 
commitment  to  affordable  artist  workspace  be  made  in  order  to  perpetuate  the 
long  history  of  Pier  70  as  one  of  San  Francisco's  few  remaining  vibrant,  creative 
centers.  Secondly,  the  Noonan  Building  artists  remain  committed  to  pursuing  the 
option  of  preserving  the  Noonan  Building  itself  as  a  special  building  of  historic 
significance  that  holds  a  living,  breathing,  and  current  community  within  it. 

Susan  Eslick  -  I'm  Vice  President  of  the  Dogpatch  Neighborhood  Association.  I 
have  a  studio  in  the  Noonan  Building.  I've  been  a  member  of  the  CWAG  since 
2000.  I've  been  very  impressed  with  Forest  City  in  their  community  outreach,  in 
the  designs  that  they've  presented  to  us,  and  I'm  just  very  excited  to  see  this 
project  move  forward. 

Charlie  Lavery- 1  work  for  the  International  Union  of  Operating  Engineers.  We 
represent  surveyors,  heavy  equipment  operators,  and  construction  inspectors. 
I'm  also  a  trustee  of  the  San  Francisco  Building  Trades  Council  and  the  San 
Mateo  Building  Trades  Council.  I  was  part  of  the  group  that  met  with  Jack  Sylvan 
and  his  team  to  discuss  this  very  exciting  project.  I  was  very  impressed  by  their 
enthusiastic  and  sincere  commitment  to  create  living  wage  jobs  with  benefits  for 
San  Francisco  residents.  I'm  looking  forward  to  working  with  Forest  City  to  make 
this  a  successful  project  for  all  stakeholders.  For  that  reason  and  many  more,  I 
urge  you  to  endorse  the  term  sheet. 

Toby  Levine  -  I'm  the  Co-Chair  of  the  Central  Waterfront  Advisory  Group.  After 
12  or  so  years,  this  project  has  been  bubbling  under  the  surface.  You  did  not 
expect  that  today  you  would  have  a  love  fest  but  that  sounds  like  what  you  have. 
It  is  true  that  part  of  that  is  because  of  the  efforts  that  Forest  City  has  made  to 
reach  out  to  the  community,  and  to  incorporate  the  community's  ideas  and 
concerns  into  the  project.  Maybe  you  might  ask  Forest  City  to  put  together  a 
compendium  that  could  be  passed  on  to  other  developers  about  how  to  do  this 
work.  Going  in  the  future,  if  we  want  to  have  in  some  places  extraordinary 
environments  evolve  but  in  this  particular  case,  we're  creating  it.  That  means 
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they've  done  very  well  with  putting  excellent  people,  imaginative  people  on  the 
team,  and  reaching  out  to  the  neighbors  for  ideas.  We  need  to  have  this 
continue  in  the  future  especially  when  it  comes  to  choosing  the  architects  and 
the  landscape  designers  and  so  forth.  I  hope  that  they  will  continue  to  choose 
outstanding  people  with  great  ideas  to  make  this  a  reality.  I  also  continue  to  be 
concerned  and  I  talked  with  you  all  about  this  in  January  about  access  to  the 
site.  I  think  that  the  Port  staff  and  the  Port  Commission  are  going  to  have  to  help 
with  that  because  right  now,  the  access  is  very,  very  limited.  That's  a  subject 
that  should  be  brought  in  very  early.  The  other  thing  is  that  as  you  go  through 
this,  and  I'm  hoping  that  the  Commission  will  stay  very  closely  in  touch  with  the 
project  as  it  moves  forward,  because  it  is  an  important  one,  that  you  will  continue 
to  use  the  goals  that  were  set  out  in  the  master  plan  for  Pier  70  to  evaluate  their 
progress.  Right  now,  we'll  try  to  continue  the  love  fest.  Let's  endorse  the  term 
sheet. 

Commissioner  Katz  - 1  want  to  echo  Toby's  words  that  this  really  was  a  model  in 
how  to  reach  out  to  the  community  and  bring  the  project  forward.  I  want  to  thank 
Forest  City  for  all  of  the  effort  that  they  put  into  that.  I  also  want  to  thank  the  Port 
staff  for  working  hand  in  hand  with  Forest  City  to  review  the  project,  and  then 
shepherd  it  along.  I  know  this  is  no  easy  feat.  Doing  any  project  in  San 
Francisco  is  not  for  the  faint  of  heart.  This  is  an  opportunity,  and  one  that  we 
won't  see  again,  to  have  a  significant  impact  on  the  face  of  San  Francisco.  This 
is  one  of  the  last  large  sites,  and  it  is  important  that  we  get  it  right,  and  that  we 
make  sure  that  it  is  uniquely  San  Francisco.  That's  why  I  appreciate  the  focus  on 
place  making.  I  also  want  to  thank  Forest  City  for  reaching  out  to  the  artists  of 
the  Noonan  Building.  That  became  an  issue  but  probably  more  of  an  oversight 
more  than  anything,  because  I  had  heard  the  plans  to  keep  the  artists  there.  I  do 
appreciate  them  reaching  out  to  the  artists.  I  guess  it's  an  example  of 
government  working  properly,  where  an  issue  is  brought  before  the  body,  and  it 
takes  place,  and  we  get  good  results.  I  want  to  thank  you  for  that. 

Toby  and  Corrine,  a  huge  debt  of  gratitude  to  you  and  your  colleagues  for 
shepherding  this  through,  and  creating  a  plan  that  allowed  us  to  choose  a 
developer  that  had  the  same  vision  for  the  site.  It  was  one  of  those  lucky 
situations  where  we  had  a  developer  that  came  forward  that  understood  what's 
important  about  San  Francisco,  San  Francisco  values,  making  sure  that  we 
employ  people  locally,  that  we  create  union  jobs.  So  far,  that's  what  we're 
hearing. 

We're  looking  at  some  of  the  numbers  and  President  Woo  Ho  was  commenting 
that  probably  none  of  us  will  see  some  of  this  in  our  lifetimes.  I  do  think  it's 
exciting  as  this  evolves.  It's  going  to  be  a  long  time  before  we  hit  some  of  the 
milestones  we  need  to  get  through  the  CEQA  process.  I  want  to  thank  everyone 
involved. 

Brad,  I  don't  even  know  how  to  begin  to  start  with  everything  you've  done,  and 
Kathleen  Diohep.  It's  tremendous  work  on  the  part  of  Port  staff.  Byron,  I  know 
what  it  takes  to  create  even  just  the  RFP  that  went  out  for  this,  and  to  get  this 
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moving  with  them,  to  continue  the  negotiations  and  come  to  the  term  sheet, 
where  I  think  it's  going  to  be  a  significant  benefit  for  all  of  San  Francisco. 

This  is  a  project  I'm  excited  about.  It  definitely  is  going  to  be  one  that  will  be 
representative  of  San  Francisco,  be  in  keeping  with  the  Dogpatch  neighborhood, 
and  the  feel  and  the  community  that's  sprung  up  there.  I  speak  for  my 
colleagues  as  well,  we'll  be  keeping  a  close  eye  on  the  project,  and  making  sure 
that  things  are  staying  on  track,  and  that  issues,  as  they  come  up,  will  be 
addressed. 

I'm  excited  about  this,  and  I'm  excited  about  the  revenues  that  will  be  brought 
eventually  to  the  city  and  the  Port,  but  also  about  the  open  space  and  the  parks, 
and  some  of  the  other  less  tangible  public  benefits  that  we'll  be  seeing  from  this. 
Thank  you,  everybody,  for  all  the  hard  work  you've  put  in  to  getting  us  to  this 
point.  Now  the  process  begins. 

Commissioner  Adams  -  First  of  all,  I  wanted  to  say  to  Port  staff  --  Brad,  Jack  - 
thank  you.  In  December,  Leslie  and  I  met  with  Jack  and  we  walked  through  the 
facility  for  about  two,  three  hours.  It  was  pretty  clear  to  me  right  then  this  was  a 
labor  of  love.  Clearly  this  is  a  monumental  task,  but  I  appreciate  your  patience, 
your  due  diligence.  What  sets  San  Francisco  above  any  other  city  in  the  United 
States  is  that  this  city  is  built  on  character.  That's  why  people  keep  coming  to 
this  city.  That's  why  you  and  your  team,  Brad,  took  on  this  task. 

I  appreciate  about  the  local  hires.  Mike  and  the  guys  came  out,  and  you're  going 
to  be  working  with  them.  They're  very  supportive.  I  feel  this  is  something  that's 
good  for  San  Francisco.  This  is  something  that's  different  and  very  unique.  We 
might  not  live  to  see  a  lot  of  it  but  this  is  something  that  has  raised  the  ante  and  I 
appreciate  it.  At  the  last  meeting,  the  Noonan  artists  had  some  concerns  and  I 
really  appreciate  that  you  listened  to  the  good,  the  bad,  and  the  ugly. 

The  Commissioners  feel  that  this  is  a  win-win  situation.  Clearly  this  is  a  blueprint 
how  other  businesses  should  proceed,  in  bringing  everybody  along,  and  find  a 
point  where  we  can  all  agree  because  sometimes,  we're  all  on  the  same  page. 
Sometimes,  we  just  might  be  different  opponents  on  an  issue.  On  behalf  of  the 
Commission,  you  have  our  support. 

Commissioner  Murphy  - 1  also  want  to  thank  Brad  and  Jack.  I'm  pretty  new  on 
the  Commission,  so  I  had  to  get  a  crash  course.  Jack  was  kind  enough  to  meet 
me  on  two  occasions  and  fill  me  in.  I  have  a  real  understanding  of  what's  going 
on  now.  Also,  Brad  has  been  very  eloquent  in  his  wonderful  presentation.  This  is 
an  awesome  project.  I'm  so  excited  to  be  part  of  it.  It's  what  we  need  in  San 
Francisco  --  construction  jobs,  permanent  jobs.  That  whole  area  down  there  has 
been  neglected  for  so  many  years.  It's  just  going  to  be  incredible.  Thanks  to 
Forest  City  for  stepping  up  with  the  initial  money  for  the  infrastructure. 


I  did  have  some  questions  at  the  last  meeting  about  what  we  were  giving  back  to 
the  community.  One  of  the  questions  I  had  was,  would  we  have  space  there  for 
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some  kind  of  training  center  for  youth  in  that  area  to  get  them  ready  for  possibly 
all  the  construction  jobs  that  are  going  to  be  out  there  eventually.  Jack  was  kind 
enough  to  say  that,  yes,  we  would  have  a  lot  of  square  footage,  and  that 
wouldn't  be  an  issue.  I'm  totally  in  support  of  it.  Congratulations,  everybody,  for 
getting  this  far,  especially  the  Commissioners  that  have  been  here  before  me. 

Commissioner  Brandon  - 1  don't  know  if  there's  anyone  left  to  thank.  I  do  want  to 
commend  Director  Moyer  in  leading  this  effort  with  all  the  Port  staff,  and  having 
worked  with  the  community,  with  the  advisory  committee,  and  everyone  to  put  a 
plan  in  place,  get  legislation  passed,  and  be  prepared  for  the  RFP  that  was 
issued.  Thanks  to  Forest  City  for  stepping  up  to  that  RFP.  This  is  like  the  making 
of  a  whole  new  community,  which  is  going  to  be  absolutely  wonderful. 

It  was  wonderful  to  see  everyone  working  together  --  Port  staff,  the  community, 
the  Mayor's  Office,  Forest  City  --  everyone  coming  together  to  develop  this 
wonderful,  amazing  project.  The  construction  jobs  and  the  permanent  jobs  that 
are  going  to  come  out  of  this  is  just  absolutely  amazing.  The  open  space  alone 
with  Crane  Cove  Park.  There  are  just  so  many  benefits  to  this  project.  I  think  it's 
absolutely  wonderful. 

I  do  have  a  question  regarding  the  agreements  with  the  CBOs  and  labor.  Can 
you  briefly  describe  those  agreements  that  have  been  put  in  place,  or  what  to 
expect? 

Jack  Sylvan  -  Where  we  got  to  was  an  agreement  on  principles  that  actually 
looks  much  the  same  as  what  was  incorporated  in  the  Seawall  Lot  337  project, 
which  is  25  percent  mandatory  requirement  for  San  Francisco  residents  in  the 
construction  jobs,  both  for  the  horizontal,  the  infrastructure  development,  as  well 
as  the  buildings.  I  don't  know  actually  the  timing  of  that  relative  to  when  that 
came  through  the  Port  Commission.  Both  of  these  projects  are  the  first  time  in 
San  Francisco's  history  there's  been  a  mandatory  commitment  that  went  into  the 
actual  construction  of  the  buildings.  It's  something  that  we're  very  excited  to  be 
part  of.  Obviously,  there's  a  lot  of  details  to  work  out  in  the  project  labor 
agreement,  and  fleshing  out  the  ultimate  terms  of  that  local  hire  agreement  but 
we  had  a  good  start  to  that  process  that  we  think  will  be  a  win-win  for  everybody. 

Commissioner  Brandon  -  Have  you  worked  it  out  with  any  of  the  community- 
based  organizations,  any  agreements? 

Jack  Sylvan  -  We  have  not.  That's  something  that  we're  very  excited  to  do  in  the 
next  phase  of  the  project.  Actually,  if  there  was  a  concern  on  our  part  about  the 
local  hire  was  that  we  wanted  to  know  that  was  going  to  be  able  to  work  in  a  way 
that  we  could  be  able  to  dovetail,  whether  it's  local  contractors,  whether  it's  a 
training  organization  that's  in  the  southeast  part  of  the  community.  That's 
something  that  we're  excited  to  have  be  part  of  this  next  phase. 


Commissioner  Brandon  - 1  think  that,  along  with  the  southern  waterfront 
beautification  policy,  we  would  hope  that  you  would  try  to  recruit  people  from 
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Potrero  Hill,  Bayview,  Hunter's  Point,  those  areas  of  the  city  to  try  and  be 
involved  in  this  project.  Because  it  would  be  a  great  boost  to  the  economy  out 
there.  That  would  be  absolutely  wonderful. 

One  other  question  about  the  LBE  goal.  Do  you  know  how  we  came  up  with  that 
number?  It  just  seems  a  little  small  to  me  in  such  a  great,  huge  project. 

Brad  Benson  -  The  ten  percent  number  is  equivalent  to  what  the  SWL  337  team 
negotiated  with  the  contract  monitoring  division.  They  actually  had  started  higher 
in  that  entitlement  phase  at  1 3  percent,  but  then  they  realized  that  was  a  too 
aggressive  goal,  so  contract  monitoring  division  lowered  it  to  ten  percent.  That's 
what  it  is  here  for  this  entitlement  phase,  so  that's  the  next  two  years.  There  will 
be  another  goal  that  will  be  set  for  the  construction  phase  of  the  project.  That  I 
think  was  20  percent  in  the  SWL  337  deal.  We'll  be  negotiating  with  contract 
monitoring  to  get  a  signed  letter  of  agreement  for  your  consideration  before  the 
DDA. 

Commissioner  Brandon  -  One  last  thing,  I  agree  with  Toby  in  that  two  to  three 
years  out  will  be  too  much  time  for  you  guys  to  come  back  and  tell  us  what's 
going  on.  It  would  be  great  if  we  could  get  semi-annual  updates,  or  just  updates 
on  the  progress  of  the  project.  Other  than  that,  I  think  it's  an  absolutely 
wonderful  project,  and  thank  everyone  so  much. 

Commissioner  Woo  Ho  - 1  think  almost  everything  has  been  said,  but  let  me  just 
say  a  couple  of  things.  Number  one,  I'm  personally  extremely  excited  about  this. 
This  is  a  very  historic  milestone  that  we've  reached  here  today.  Since  I've  been 
on  this  Commission,  we  seem  to  have  hit  quite  a  few  homeruns  lately,  and  this  is 
another  one  that  we're  very  excited.  This  is  sort  of  like  the  Triple  Crown,  right? 
We  hit  337,  we  hit  Pier  70.  Hopefully,  we'll  get  through  the  arena.  We've  got  the 
cruise  ship  terminal.  I  do  want  to  commend  Monique  and  the  staff  for  all  the  hard 
work  they've  put  in. 

It  seems  like  we've  had  projects  that  have  come  before  the  Commission  that 
have  not  passed  in  the  past.  Now  it  seems  like  this  time  we've  learned  our 
lessons  and  figured  out  how  to  make  these  projects  work.  This  is  another 
example,  as  you  mentioned  earlier,  Brad,  that  we  had  another  proposal  in  the 
past.  It  seems  like  we  finally  got  everything  pulled  together.  I  think  that  the 
process,  obviously,  for  a  city. 

The  first  time  that  I  heard  that  this  was  a  developer  from  outside  the  city  and  it 
had  already  been  passed  by  the  Commission  before  I  came  on,  I  was 
wondering,  "Gee,  an  outside  developer."  But  I  have  to  say,  you  have  become 
part  of  the  community,  that's  extremely  impressive  in  terms  of  the  way  you  have 
acted  as  not  being  outside  the  community  coming  in.  Of  course,  you've  used 
people  locally,  like  Jack  and  others,  to  make  sure  that  you  did.  That's  been  very 
heartwarming  to  see  that,  rather  than  just  coming  in  from  sort  of  the  cowboy 
running  into  town  sort  of  process.  That's  been  excellent. 
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I  do  see  it  as  the  beginning.  It's  just  the  beginning  of  a  great  thing  what  we  hope 
to  see  in  that  whole  area  of  San  Francisco.  We've  obviously  seen  how  total 
neighborhoods  have  changed,  when  we  saw  the  ballpark,  etc.  I  expect  that,  over 
time,  this  is  going  to  be  the  case  with  Pier  70.  As  Commissioner  Adams  said, 
unfortunately  I  think  it's  my  grandchildren  that  will  actually  see  this  in  full. 
Unfortunately,  I  don't  think  I  can  live  forever.  They  will  see  the  full  benefits  of  it. 

It's  very  exciting  because  this  is  not  just  a  project,  this  is  a  whole  brand  new 
neighborhood.  It's  another  community.  It's  everything  that  San  Francisco  stands 
for,  and  what  we're  trying  to  accomplish  as  a  city  right  now.  I  think  you  have  all 
the  elements.  It's  a  little  bit  maybe  out  there,  it's  a  little  bit  on  the  edge  but  that's 
the  exciting  part  of  it.  I  think  that  you've  done  it  extremely  well,  and  I  think  we 
can  be  all  pleased. 

All  the  stakeholders  and  the  community  groups,  and  Corrine  and  Toby,  and 
everybody  that's  participated  along  the  way  have  helped  to  enrich  this.  When 
I've  spoken  to  Jack  in  the  past,  he's  heard  my  feedback,  and  he's  also  listened. 
That's  been  very  important.  We  heard  that  from  the  Noonan  artists. 

This  is  a  model  of  how  to  go  about  doing  it  right  in  San  Francisco.  We're  very 
pleased  to  have  gotten  here,  and  we  hope  that  this  goes  through  the  Board  of 
Supervisors  just  as  easily  as  some  of  our  other  term  sheets.  We've  all  worked 
very  hard.  The  Commission  has  challenged  the  staff  on  many  occasions  to 
come  up  with  ideas  and  solutions  and  things  that  we  could  understand.  I  think 
they've  met  that  challenge,  worked  with  you  all  at  Forest  City,  and  responded 
well.  We  have  a  great  deal  in  front  of  us,  so  thank  you  very  much. 

We  appreciate  that  you  brought  Kevin  Ratner  out  to  this  presentation  today  as 
well. 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Katz 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  No. 
13-20  was  adopted. 

B.    Request  approval  of  amendments  to  the  Port  Harbor  Traffic  Code  to  include 
parking  and  loading  restrictions  contemplated  in  the  Jefferson  Street  Public 
Realm  project  for  Jefferson  Street  between  Powell  and  Hyde  Streets  in 
Fisherman's  Wharf.  (Resolution  No.  13-21) 

Kanya  Dorland,  Port  Planner  -  I'm  here  to  seek  the  Port  Commission's  approval 
of  a  proposed  amendment  to  the  harbor  traffic  code.  I  will  first  cover  the 
proposed  amendment.  Second,  I  will  provide  background  on  the  public 
notification  for  this  amendment.  Third,  I  will  give  an  update  on  the  area  that  this 
amendment  will  affect. 

The  Port  of  San  Francisco  has  a  harbor  traffic  code  that  regulates  parking  and 
loading  activity  on  Port  property,  amongst  other  things.  The  proposed 
amendment  to  this  code  is  for  the  Jefferson  Street  Public  Realm  Project.  The 
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Jefferson  Street  Public  Realm  Project  is  a  multi-modal  improvement  project,  and 
it  is  to  change  the  current  commercial  loading  timeframe  for  the  street  to  a 
timeframe  that  is  consistent  with  the  project  objectives. 

Jefferson  Street  Public  Realm  Project  covers  the  five  blocks  on  Jefferson  Street 
in  Fisherman's  Wharf,  from  Powell  to  Hyde  Street,  and  it  is  heavily  used  by 
pedestrians.  This  is  a  view  of  Jefferson  Street  with  all  modes,  and  it's,  as  you 
can  see,  pedestrians  all  over  the  sidewalk.  Given  the  activity  on  this  street,  the 
project  seeks  to  balance  the  roadway  activity  to  improve  the  quality  of  the 
pedestrian  experience  and  efficiency  of  the  transportation  access,  as  well  as 
enhance  the  business  environment. 

To  this  end,  the  project  will  remove  the  existing  parking  lanes  and  meters,  and 
narrow  the  roadway  in  order  to  widen  the  sidewalks.  This  project  was  approved 
by  the  Port  Commission  on  September  25,  2012,  and  is  underway.  Here  is  a 
view  of  the  redesign  of  Jefferson  Street.  This  is  photoshopped,  but  this  does 
show  all  the  elements  I  just  described,  the  narrowed  roadway  and  the  widened 
sidewalks.  To  accommodate  tenant  operations  and  improve  traffic  circulation, 
commercial  loading  and  tow-away,  no  parking  zones  will  also  be  created  and 
signed  at  the  curb. 

The  current  commercial  loading  timeframe  in  the  harbor  traffic  code  is  7  am  to  6 
pm.  This  timeframe  competes  with  the  peak  pedestrian  activity  on  the  street. 
Thus  the  proposed  commercial  loading  timeframe  for  Jefferson  Street  would 
start  at  1 2  midnight  and  end  at  1 1  am. 

This  proposed  code  amendment  change  would  apply  to  just  Jefferson  Street, 
and  it  would  not  alter  the  commercial  loading  timeframes  on  other  Port  streets, 
which  will  remain  7  am  to  6  pm.  When  I  say  "commercial  loading,"  I  mean  the 
yellow  zones. 

The  area  stakeholders  have  been  informed  of  this  project  and  the  proposed 
traffic  circulation  changes  through  a  planning  process  that  started  in  2008,  and 
have  been  updated  monthly  since  the  project  started  construction  this  January 
on  these  proposed  traffic  changes  through  public  meetings  facilitated  by  the  City 
Planning  Department,  the  Fisherman's  Wharf  Waterfront  Advisory  Group,  and 
the  Fisherman's  Wharf  Community  Benefit  District. 

This  project  is  a  $5  million  city  investment  in  Port  property.  This  city  investment 
comes  from  the  general  fund,  and  the  Department  of  Public  Works  resources. 
This  project  will  be  evaluated  during  peak  pedestrian  hours  this  summer  for 
community  review,  and  to  determine  if  other  possible  adjustments  are  needed. 
The  Port  and  the  Municipal  Transportation  Agency  will  be  entering  into  a 
memorandum  of  understanding  to  implement  and  maintain  the  project  traffic 
circulation  changes. 


Jefferson  Street  Public  Realm  Project  update.  Phase  one  of  this  project,  which 
covers  Jefferson  Street  between  Hyde  and  Jones  Street,  is  under  construction 
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now  and  it  will  be  completed  next  month.  Here  are  some  pictures  of  the 
construction.  As  you  can  see,  we  started  anew,  rebuilding  the  roadway. 

Once  this  project  is  completed  and  the  roadway  is  reopened  to  traffic,  the 
discussed  new  loading  parking  restrictions  will  be  implemented  to  enable 
enforcement.  To  show  you  where  we  are  today,  here  are  a  few  photos  of 
Jefferson  Street  this  weekend,  when  it  was  really  sunny.  Also,  a  lot  of  people 
using  the  sidewalk,  even  though  it's  not  clear  where  you  can  be.  It's  just  a  really 
great  place  already. 

Given  this  project's  progress  and  appearance,  the  stakeholders  along  the 
remaining  section  of  Jefferson  Street,  between  Taylor  and  Powell  Streets,  are 
anxious  to  start  implementing  phase  two  of  the  project,  which  would  improve 
their  blocks.  The  Fisherman's  Wharf  Community  Benefit  District  has  funded  the 
design  work  for  this  phase.  Here's  a  view  of  this  design  work. 

To  explain,  the  existing  roadway  between  Taylor  and  Powell  is  a  parking  lane 
and  two  traffic  lanes,  and  one  traffic  lane  is  shared  with  the  F  line.  The  redesign 
would  give  the  F  line  an  exclusive  right  of  way,  and  then  move  the  traffic  lanes 
south,  and  remove  the  parking  lane.  This  way,  we  will  give  the  F  line  free 
movement,  and  better  public  transit  service  for  our  visitors. 

The  project  will  also  match  the  phase  one  decorative  roadway  paving,  and  apply 
a  treatment  to  the  Muni  train  tracks  to  keep  the  tracks  free  of  all  moving  vehicles, 
to  improve  public  transit,  as  mentioned,  including  bicyclists.  The  Fisherman's 
Wharf  Community  Benefit  District  will  start  facilitating  public  meetings  with  City 
Planning  Department  staff  on  this  phase  two  design  proposal  soon. 

In  closing,  the  proposed  amendment  to  the  harbor  traffic  code  will  change  the 
commercial  loading  timeframe  on  just  Jefferson  Street,  and  will  change  this 
timeframe  to  be  consistent  with  the  Jefferson  Street  Public  Realm  Project. 

Troy  Campbell,  Fisherman's  Wharf  CBD  -  The  CBD  supports  these  changes  to 
the  code.  This  is  something  that  we've  done  extensive  outreach,  as  well  as 
having  a  website  that  we  launched  in  August  2012  called 
newjeffersonstreet.com.  It  had  an  FAQ  section,  so  this  information  was  on  there, 
as  well  as  the  mitigated  negative  declaration,  which  this  information  was  in,  was 
also  posted  for  people  to  look  at  and  download.  It's  something  that  we've  been 
promoting  through  this  entire  process.  We've  also  been  working  on  phase  two, 
and  put  together  a  committee  of  stakeholders,  board  members,  and  community 
members  to  work  through  some  of  the  questions  that  people  had  about  phase 
two,  and  have  already  started  the  process  of  getting  that  design  approved  by  the 
committee.  Our  next  step  is  to  get  further  community  input  to  make  sure  that 
everyone  is  onboard,  so  we  can  start  looking  at  funding  for  that  phase  of  the 
project.  Also,  in  the  spirit  of  thank  you's  today,  I  want  to  thank  publically,  I've 
never  had  a  change  to  thank  Rip  Malloy,  Jay  Edwards,  Susan  Reynolds,  Kanya 
Dorland,  and  Dan  Hodapp  for  all  their  help  and  their  work,  and  all  the  meetings 
that  they've  attended  for  the  CBD  and  for  the  community. 
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ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Katz 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  No. 
13-21  was  adopted. 

11.   REAL  ESTATE 

The  Commission  Secretary  announced  that  with  the  Port  Commission's  permission, 
Item  1 1 B  will  be  taken  out  of  order  and  will  be  heard  first. 

A.    Informational  presentation  regarding  the  Fiscal  Year  2013-14  Monthly  Rental 
Rate  Schedule,  Monthly  Parking  Stall  Rates,  and  Special  Event  and  Filming 
Rates. 

Jeffrey  Bauer,  Port  Leasing  Manager  -  In  1993,  this  Commission  delegated  to 
the  Executive  Director  the  authority  to  execute  leases,  licenses,  and  MOUs, 
provided  that  those  documents  met  certain  business  parameters.  One  of  those 
parameters  is  the  delegated  authority  of  the  minimum  rental  rate  schedule. 
Demand  along  the  waterfront  has  increased.  It  keeps  getting  better.  Our  current 
vacancy  rate  for  office  is  eight  percent.  The  citywide  average  is  9.5.  The 
combined  office  and  warehouse  vacancy  rate  is  1 .5. 

The  real  estate  section,  made  up  of  the  property  managers  and  myself,  have 
executed  66  leases,  annual  revenues  of  4.5  million,  which  is  an  increase,  year- 
over-year,  of  3.3  percent.  In  addition,  we've  negotiated  $15  million  in  direct 
capital  investment  by  tenants. 

Port  staff  reviewed  the  commercially  available  data,  and  we  feel  that  we're 
generally  in  line  with  market  conditions.  We've  contracted  with  Keyser  Marston 
to  review  our  rates.  They  seem  to  agree  with  our  suggestions  for  the  rates. 
However,  there  are  some  areas  that  we  feel  we  could  increase,  and  those  are 
detailed  in  the  staff  report,  both  office,  land,  and  warehouse  rates. 

San  Francisco,  our  share  of  the  warehouse  market  represents  1 2  percent  of  the 
total  warehouse  in  the  Bay  Area.  Our  industrial  properties  are  not  actually 
warehouses.  They're  cargo  sheds.  However,  we've  been  able  to  negotiate 
competitive  rates  with  that  of  the  private  sector,  even  with  these  deficiencies  in 
our  property.  Our  average  rates  are  between  85  cents  to  a  $1 .25.  Whereas  in 
the  private,  it's  a  little  less  than  that.  That's  for  the  traditional  warehouse,  loading 
dock,  office,  concrete  floor.  Location  does  help  us.  The  overall  Bay  Area 
industrial  and  warehouse  vacancy  stood  at  7.96.  The  current  vacancy  at  the  Port 
for  warehouses  is  2.3  percent. 

Telecommunication  leases.  It's  a  big  revenue  stream  for  us.  We  have  probably 
1 2  different  cell  sites.  I  love  to  do  cell  sites.  It's  leasing  non-leasable  space.  We 
like  to  set  a  rate  of  $5700  a  month  per  cell  site.  They're  COWs.  They  are  the 
temporary  installations  of  $380  per  day,  up  to  60  days.  We  can  go  up  to  nine 
years  on  those  leases. 
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Commissioner  Woo  Ho  -  Who  are  we  leasing  the  cell  sites  to,  mostly? 

Jeffrey  Bauer  - 1  just  recently  renewed  four  of  them  --  Sprint,  Nextel,  T-Mobile 
and  AT&T. 

Monique  Moyer  -  Verizon  does  the  COWs  (cell  sites  on  wheels).  We  do  those  for 
special  events  like  the  Giants  parade.  Then  they  leased  a  couple  parking  sites 
from  us.  You  might  have  seen  them  in  front  of  Pier  1  for  a  couple  days,  to 
provide  added  service  for  that.  Fleet  Week  as  well.  Some  of  the  big  event,  when 
we  expect  a  lot  of  density  at  the  our  side  of  town.  They  do  other  places  in  town, 
but  we're  only  involved  when  it  comes  to  the  Port. 

Commissioner  Woo  Ho  -  America's  Cup,  they  probably  do  it. 

Jeffrey  Bauer  -  Yes.  America's  Cup  will  have  some  temporary  sites.  Also  AT&T 
is  looking  for  fixed  sites  from  us  in  different  locations.  The  fixed  sites  are  great, 
lock  them  in.  It's  a  high  monthly.  It's  a  rooftop.  The  equipment,  we  can  negotiate 
that  inside  the  shed.  I  typically  like  to  require  it  on  the  roof.  It's  a  check,  and  a 
nice  increase,  and  locks  it  in. 

Commissioner  Woo  Ho  -  Of  the  550  leases,  you  said  you've  done  66  so  far  this 
year.  I  guess,  when  you  break  that  down,  how  much  of  that  is  just  pure  renewal, 
versus  we  started  leasing  space  that  we  hadn't  leased  before?  How  much  is 
coming  on  stream  to  be  renewed  again? 

Jeffrey  Bauer  -  The  renewals  are  probably  less  than  half  of  that.  The  new 
leasing  is  probably  the  majority  of  it.  Our  vacancy  rate  just  has  really  dropped.  I 
do  the  more  difficult  leases.  Typically,  they're  either  difficult  renewals,  or  I'm  out 
marketing  and  I  do  the  vacancies.  I've  done  35  new  leases.  That's  from 
Autodesk  to  Ammunition,  the  high  revenue-producing  leases. 

Commissioner  Woo  Ho  -  Yes.  I'm  wondering,  in  this  next  year,  how  much  do  we 
expect  the  turnover  to  be  in  terms  of  what  would  you  anticipate  the  number  of 
new  leases  versus  renewals?  Perhaps  you  can  explain  it  more  to  us,  explaining 
the  terms  of  renewal  and  what  we  could  do.  Because  we  went  through  this 
situation  with  the  Bar  Pilots,  so  we're  all  interested  in  understanding  what 
happens  when  a  lease  comes  up,  and  what  we  can  do,  etc. 

Jeffrey  Bauer  -  Our  retention  rate  is  very  high.  Once  you  become  a  Port  tenant, 
you're  going  to  be  a  Port  tenant  for  a  while.  We  do  review  our  month-to-month 
leases  to  up  them  to  market.  That's  one  process  that's  going  on  and  then  hit 
different  buildings  for  marketing.  For  example,  501 .  We're  experiencing  quite  a 
bit  of  vacancy  there.  So  what  will  we  do?  We'll  put  it  on  the  website.  We'll  do 
flyers.  We'll  talk  to  tenants. 

Monique  Moyer  -  Do  you  happen  to  know  what's  on  Jerry  Romani's  forward- 
looking  list,  what  number  that  is? 
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Jeffrey  Bauer  -  There's  actively  probably  20  leases  that  are  being  evaluated  and 
in  some  state  of  negotiation  from  some  of  the  property  managers. 

Susan  Reynolds,  Deputy  Director  of  Real  Estate  -  We  are  going  through  a 
process  right  now  to  update  our  renewal  list.  We,  thankfully,  have  a  new  admin 
manager,  and  she  has  stepped  in  and  made  a  list.  I  would  guess  there's  about 
40  leases  coming  up  that  the  property  managers  will  need  to  renew  or  extend. 
That  speaks  to  Jeff's  retention  statement.  Probably  all  of  those  tenants  will 
renew.  Because  we  had  to  relocate  tenants  from  Piers  19,  23,  29,  27  for  the 
America's  Cup,  we  in-filled  a  lot  of  the  vacancy  that  we  had  on  the  southern 
waterfront.  We  took  those  tenants  from  the  northern  waterfront,  put  them  in  the 
southern  waterfront.  There  were  23  leases  that  actually  stayed  on  Port  property. 

In  the  last  two  years,  we've  had  an  unusual  activity  in  relocating  tenants.  Once 
that  dies  down,  then  we'll  go  back  to  our  regular  marketing  plan  for  new  leases 
and  renewals.  The  property  managers,  their  time  will  be  freed  up  to  go  back  to 
the  renewal  process.  We're  hoping  over  the  next  year,  things  will  settle  down  a 
little  bit. 

Commissioner  Woo  Ho  - 1  also  had  a  question  on  the  restaurant  and  retail 
leases.  We  have  a  few  restaurants  that  do  well,  but  we  have  a  few  that  don't  do 
so  well.  We  keep  them  on  month-to-month.  Maybe  in  August  you'll  explain. 
Because  some  of  them,  they  want  to  have  a  longer-term  lease,  but  they're  not 
performing  enough  for  us  to  give  it.  What  are  the  conditions  for  them  to  get  off  of 
month-to-month,  to  get  to  a  permanent  lease?  To  explain  all  of  that  so  we 
understand  how  that  retail  policy  works. 

Jeffrey  Bauer  -  Absolutely. 

Commissioner  Brandon  -  How  are  we  doing  with  our  list  of  holdover  month-to- 
month  leases? 

Jeffrey  Bauer  -  We're  actively  reviewing  it  and  getting  folks  up  on  term  as  much 
as  we  can. 

Commissioner  Brandon  -  I  meant  I  don't  think  we've  had  an  update  in  a  couple 
of  years.  So  where  are  we  with  the  whole  list  or  process? 

Susan  Reynolds  -  Actually,  thanks  to  the  efforts  of  Jerry  Romani,  and  some  of 
the  implementation  of  leaving  things  on  month-to-month,  because  they  were  in 
an  area  that  we  weren't  sure  what  was  going  to  happen  like  around  Crane  Cove 
Park.  We've  got  a  lot  of  tenants  that  we've  left  on  month-to-month.  We've  got 
tenants  at  Pier  54  that  are  on  month-to-month  because  that's  a  compromised 
building,  so  we're  working  with  engineering,  and  they're  only  letting  us  go  a  year 
out  at  a  time. 
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That  original  list  that  was  before  the  Board  of  Supervisors  a  couple  years  ago,  it 
doesn't  really  exist  in  that  format  anymore.  We've  either  designated  some  of 
them  to  be  permanent  month-to-month,  or  we've  brought  them  up  to  market. 

Commissioner  Brandon  -  Do  we  have  a  policy  for  designating  permanent  month- 
to-month? 

Susan  Reynolds  -  Yes,  we  do.  It  was  a  policy  that  was  brought  before  the 
Commission. 

Monique  Moyer  -  That  was  the  policy  I  was  referencing  that  also  went  to  the 
Board  of  Supervisors.  They  didn't  vote  on  it  one  way  or  the  other,  but  it  was  part 
of  what  went  through  the  Board  process,  so  it  came  here  first.  We  can  circulate  it 
again  but  there  were  certain  month-to-months.  If  it's  in  a  development  project 
area,  they  stay  month-to-month.  I  believe  there  are  certain  fish  processing  areas 
that  are  month-to-month.  There  was  a  list  that  we  went  through.  You're  right,  it's 
been  a  long  time.  We  should  do  that  presentation  again. 

Susan  Reynolds  -  We  can  do  that  and  maybe  we'll  incorporate  it  into  our  August 
presentation  because  some  of  the  40  that  I  just  spoke  about  is  remainder  of  that 
list. 

Commissioner  Woo  Ho  -  Maybe  you  can  help  us  understand  in  August  how 
many  of  your  550  are  month-to-month,  and  then  how  many  are  coming  up  for 
renewal,  so  we  have  a  picture  of  the  whole  portfolio  of  the  amount  of  activity  that 
you  have.  Obviously,  after  the  America's  Cup,  we  will  have  space  if  they  are  not 
going  to  retain  that  space.  So  then  we'll  know  that  there's  other,  more  space 
coming  up.  So  we'll  just  get  a  strategic  view  of  what's  happening  in  leasing. 

Susan  Reynolds  -  We  can  definitely  do  that. 

Jeffrey  Bauer  -  Next  subject  was  parking.  We  control  374  parking  spaces, 
almost  exclusively  leased  to  our  tenants.  We've  increased  about  nine  percent, 
year-over-year.  There  are  a  few  areas  that  we  think  are  not  in  line,  that  we 
propose  to  increase  and  that's  detailed  in  the  staff  report. 

The  final  business  line  is  special  events  and  filming.  We  do  a  lot  of  public 
events,  and  do  a  lot  of  filming.  We  propose  minor  changes  to  those  areas. 
Where  we  would  ask  for  a  fee  waiver  to  save  administrative  time  for  us  coming 
back  individually  for  each  event,  we  would  ask  a  fee  waiver  for  the  Fourth  of  July 
celebration,  Fleet  Week,  City  New  Year's  Eve  celebration,  and  Madonna  del 
Lume.  Ongoing  reductions  for  small  fish  gear  storage  swap  meet,  and  Delancey 
Street  Christmas  tree  lot.  I  will  return  to  you  and  ask  for  your  approval  for  the 
rental  rates  the  next  commission  meeting. 

Commissioner  Woo  Ho  -  Can  you  explain  what  Madonna  del  Lume  is?  I've 
never  heard  of  it. 
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Jeffrey  Bauer  -  It's  the  blessing  of  the  fleet.  It's  an  annual  blessing  of  the  fleet  to 
commemorate  the  seamen  that  were  lost. 

Monique  Moyer  -  Following  up  on  the  comments  both  Commissioner  Murphy 
and  Commissioner  Brandon  made,  as  part  of  the  last  package  we  sent  to  you, 
we  did  send  you  what  I  hope  you  can  have  as  a  reference  guide,  which  is  those 
policies  that  relate  to  leasing.  We  weren't  expecting  you  to  have  read  them  for 
today,  but  more  keep  them  for  your  reference.  One  of  which  is  the  month-to- 
month  leasing  policy  that  we  did  with  the  Commission  and  the  Board  in  2010. 
That  should  be  in  your  reference  kit  as  well.  We  will  try  to  draw  a  better  picture 
of  this  when  we  come  back  in  August.  Things  that  affect  what  we  do  with 
renewals  are  the  retail  leasing  policy,  which  affects  the  ability  to  bid  or  not  bid, 
the  month-to-month  policy,  which  affects  the  ability  of  long-term  or  not,  the 
tenant  in  good  standing,  which  affects  any  renewal,  regardless  of  its  term.  Then 
we  start  getting  into  some  other  areas  which  pertain  to  either  environmental  or 
maritime  use,  things  like  that.  That's  a  lot  of  paperwork.  I,  myself,  had  a  Board 
meeting  on  Thursday.  They  sent  me  410  pages  on  Wednesday. 

Commissioner  Woo  Ho  -  This  came  up  when  we  discussed  the  bar  pilots.  The 
other  thing  is,  it's  part  of  our  standard  lease  policy,  and  maybe  this  is  something 
you  can  explain  in  August  as  well,  to  increase  three  percent  per  year.  We  would 
like  to  understand  exactly  how  that  gets  applied.  The  pricing  of  the  leases,  not 
just  at  the  initial  term  but  throughout  the  life  of  the  lease,  and  how  that  works. 

Jeffrey  Bauer  -  Absolutely. 

B.    Informational  presentation  regarding  the  Port's  Real  Estate  Leasing  Policies, 
Process  and  Procedures. 

Jeffrey  Bauer,  Port  Leasing  Manager  -  Pursuant  to  the  city  charter,  maritime 
leases  are  approved  by  the  Port  Commission  at  its  sole  discretion.  Other  leases, 
such  as  retail,  that  generate  a  million  dollars  in  anticipated  revenue,  or  have  a 
term  of  ten  years  are  subject  to  the  Port  Commission's  and  the  Board  of 
Supervisors'  approval. 

Interim  leasing,  which  we  primarily  concentrate  in  real  estate,  represents  a 
significant  portion  of  the  Port's  leasing  activity.  The  Port  Real  Estate  Division 
manages  approximately  550  leases.  This  represents  about  90  percent  of  the 
Port's  overall  portfolio,  and  represents  87  percent  of  the  total  annual  revenues  of 
the  Port. 

The  city's  administration  policies  are  to  competitively  solicit  all  opportunities, 
except  where  impractical  and  infeasible.  Under  the  city  charter,  if  I  lease  out  a 
3000  square  foot  office,  I  am  supposed  to  bid  that.  The  way  that  we  handle  that 
is  we  come  and  get  delegated  authority  under  the  Port's  leasing  policy. 

Given  the  volume  of  leases  that  we  do,  to  date,  we've  done  about  66  leases,  it 
would  be  impossible  and  impractical  to  bid  those  leases.  It  just  can't  be  done. 
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Such  as  is  typical,  there  are  leases  that  we  have  do  bid  obviously,  if  it's  retail,  or 
if  it's  outside  the  leasing  parameters,  we  do  competitive  bid  those  agreements. 

Our  standard  form  agreements.  We  have  a  boiler  plate  lease.  We  use  that  lease 
for  all  types  of  leasing.  It  could  be  a  parameter  deal  with  no  Port  Commission 
approval  or  Board  of  Supervisor  approval  or  we  can  take  that  lease,  and  we  can 
adapt  it  for  a  restaurant  use,  or  something  different.  We  maintain  about  seven 
different  boiler  plates  at  this  time.  Each  lease  is  divided  into  three  parts.  There's 
the  BLI,  the  basic  leasing  information.  There's  the  standard  boiler  plate 
provisions,  city  ordinances,  etc.  and  the  exhibits  and  schedules. 

I  do  plan  on  coming  back  in  August  to  make  a  more  detailed  presentation,  and  to 
go  a  little  more  in  depth  in  some  of  the  other  policies,  such  as  our  environmental 
risk  policy,  retail  leasing  policy,  month-to-month  maritime  excursion,  tenant  in 
good  standing,  for  example. 

Commissioner  Murphy  -  I'm  just  curious  on  the  3000  square  feet  or  more,  do 
you  have  to  get  city  approval  on  that. 

Jeffrey  Bauer  -  Any  lease  that  has  a  value  of  $1500  must  be  publically  bid. 

Commissioner  Murphy  -  How  long  does  that  process  take? 

Jeffrey  Bauer  -  Six  to  12  months.  I  don't  know  how  one  would  do  it.  I've  bid  a  lot 
of  restaurants.  I've  bid  parking  lots.  It's  a  six  to  12  month  process.  Typically,  if  it's 
something  that  is  a  parameter  deal  that  you  delegate,  we've  done  66  of  them. 
Some  have  gone  to  the  Port  Commission  of  those  that  I've  done,  and  to  the 
Board  of  Supervisors.  Where  we  get  into  a  bit  of  an  arm  wrestle  such  as  the  last 
deal  with  Autodesk,  the  big  question  at  the  Board  of  Supervisors  was,  "Why 
wasn't  this  competitively  bid?"  My  response  was  that  I'm  not  really  sure  how  you 
would  do  that.  You  have  a  tenant  who  wants  space,  and  they  have  a  lot  of 
money,  and  they  want  to  give  and  pay  you  a  lot  of  rent.  It  just  becomes 
impossible.  One  compromise  with  the  Board  of  Supervisors  is  to  possibly 
incorporate  into  one  of  our  resolutions  for  example,  the  minimum  parameter 
policy,  a  statement  from  the  Commission  that  we  find  a  certain  category  of 
lease,  such  as  warehouse  or  office,  impractical  for  the  Port  staff  to  bid. 

Commissioner  Murphy  -  Has  it  always  been  that  way? 

Jeffrey  Bauer  -  It  has  been  that  way  and  I've  been  here  at  the  Port  for  24  years. 

Commissioner  woo  Ho  -  Is  this  is  the  Port's  policy  or  the  city's  policy? 

Jeffrey  Bauer  -  This  policy  is  on  the  City  Charter. 

Commissioner  Woo  Ho  -  So  we've  never  asked  for  a  specific  waiver  or 
modification  or  clarification  of  how  to  do  this? 
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Jeffrey  Bauer  -  What  we  have  to  do  is  apply  for  a  sole  source  waiver.  When  I  go 
to  the  Board  of  Supervisors,  it'll  start  with  the  budget  and  finance  committee 
typically  for  what  I  do.  What  I'm  asking  them  for  is  a  sole  source  waiver. 

Commissioner  Woo  Ho  -  Right,  which  we  have  seen.  What  are  the  parameters 
for  sole  source  waiver? 

Jeffrey  Bauer  -  Amending  the  city  charter,  that's  a  whole  other  arena. 

Monique  Moyer  -  Let  me  answer  that  question,  Jeff.  You  might  be  forgetting,  a 
couple  of  years  ago,  this  was  flagged  by  Harvey  Rose,  when  he  also  flagged  the 
number  of  month-to-month  holdover  leases  that  we  had.  Our  agreement  with  the 
then  Board  of  Supervisors  and  the  supervisors'  budget  analyst  was  to  bring 
forward  the  Port's  policy  for  when  we  bid  or  not  bid.  While  they  didn't  take  action 
on  it,  they  did  acknowledge  that  this  is  what  we  were  doing.  Legal  Counsel 
Malley  just  asked  me  to  clarify  that  the  bidding  requirements  that  the  city 
imposes  is  for  those  leases  that  go  to  the  Board  of  Supervisors. 

Eileen  Malley,  City  Attorney's  Office  -  To  clarify,  for  the  record,  under  section 
911 8  of  the  charter,  the  leases  that  generate  revenue  of  a  million  dollars  or 
more,  or  have  a  term  in  excess  of  ten  years  or  more,  and  are  not  maritime 
leases  go  to  the  Board  of  Supervisors  for  approval.  It's  those  leases  that  are 
subject  to  Board  of  Supervisors  approval  that  would  require  this  competitive 
bidding.  It's  not  every  single  lease. 

Commissioner  Woo  Ho  -  So  it's  not  the  3000  square  feet?  I'm  a  little  confused.  I 
heard  the  million  dollars. 

Eileen  Malley  -  If  it  met  either  dollar  threshold  or  ten-year  term  threshold. 
Commissioner  Woo  Ho  -  Okay,  so  for  the  Board  of  Supervisors? 
Eileen  Malley  -  It's  not  a  square  footage  test. 

Commissioner  Woo  Ho  -  I'm  just  wondering,  in  terms  of  our  general  leases,  not 
to  go  through  this  whole  competitive  bidding,  which  I  understand  the  six  to  12 
months  period.  When  we  have  space  available,  is  there  some  way  that  we  do 
make  the  public  aware,  some  public  notice,  not  through  a  formal  RFP  process  or 
something,  so  people  are  aware  when  space  becomes  available?  Otherwise,  it 
does  seem  like,  unless  it's  a  million  dollars  or  over  ten  years,  how  do  people 
know  that  they  can  approach  the  Port  for  space? 

Jeffrey  Bauer  -  We're  in  the  real  estate  business.  We  have  a  website.  We 
advertise.  I'm  engaged  in  the  broker  community.  We've  done  66  leases  a  year. 

Commissioner  Woo  Ho  -  Do  people  come  to  you  and  say,  "I'm  interested  in  X 
amount  of  space.  Call  me  when  you  have  it  available"? 


Jeffrey  Bauer  -  Absolutely. 
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Commissioner  Woo  Ho  -  Is  there  a  systematic  policy  of  making  sure  that  we  call 
everybody  on  the  list? 

Jeffrey  Bauer  -  We  have  a  prospect  list,  and  prospect  lists  get  stale  very  quickly. 
It  depends;  if  someone  tells  me  they  want  three  acres,  I'm  going  to  put  a  note  on 
my  phone.  If  someone  wants  1000  square  feet,  sure,  I'll  try  to  help  them  but  the 
prospect  list  gets  stale.  If  someone's  looking  for  space,  they  need  to  come  to  a 
conclusion  within  months.  We  do  have  lists.  If  it's  a  parking  lease,  and  we're 
going  to  put  that  out  for  a  competitive  bid,  we  have  those  types  of  lists. 

Commissioner  Katz  -  Do  those  include  some  of  the  commercial  brokerage  firms 
around  the  city  that  often  have  clients  looking  for  space? 

Jeffrey  Bauer  -  I'm  engaged  with  the  brokerage  community.  We  do  not  pay 
brokerage  fees.  That's  what  they  want.  If  it's  someone  like  Autodesk,  and 
Autodesk  paid  a  brokerage  fee  to  CB  Richard  Ellis  because  their  broker 
contacted  me,  so  we  did  the  deal,  that's  how  it's  done.  I  don't  have  the  ability.  I 
have  paid  over  my  broker  commissions.  The  City  Attorney  had  determined  that 
it's  a  sole  source  contract.  We  can't  pay  broker  commissions. 

Commissioner  Woo  Ho  -  Okay.  I  guess  my  only  question  is  somehow  to  have 
more  a  sense  of  not  necessarily  going  with  this  very  detailed  bid  process,  but  to 
make  the  Port  more  open  access  to  people  who  are  interested  in  space,  and 
having  a  fair  and  clear  process  of  how  they  can  get  there.  I  understand  you  can't 
call  every  prospect  all  the  time.  It  seems  like  it's  a  little  bit  of  a  black  box  for 
people.  That's  what  I  would  be  concerned  with.  Because  I  think  we  have  some 
very  desirable  space,  whether  it's  1000  square  feet  or  10,000  square  feet. 

Jeffrey  Bauer  - 1  think  that's  why  we've  done  66  leases.  We  have  an  eight 
percent  vacancy  rate.  Most  of  that  is  in  two  buildings  in  the  south.  I  get  calls 
daily,  generated  from  the  website,  or  signage  or  flyers. 

Commissioner  Murphy  -  The  public  out  there,  they  point  their  finger  at  the  Port, 
not  the  city,  when  you  say  things  like  that.  The  Port  is  very  hard  to  deal  with 
when  it  comes  to  leasing.  It's  cumbersome,  and  it  drags  on  forever.  Is  there  any 
way  we  can  simplify  it? 

Commissioner  Brandon  -  Can  we  come  up  with  a  standard  process? 
Jeffrey  Bauer  -  Yes,  we  can. 

Commissioner  Murphy  -  Standard  lease  form.  I'm  sure  there's  standard  lease 
forms,  and  then  an  addendum  you  attach  to  that  if  it's  for,  as  you  said, 
restaurant  or  something. 
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Jeffrey  Bauer  -  Sure.  Our  typical  process  of  a  lease  is  about  three  weeks.  If  I  get 
an  application,  we  can  have  someone  in  an  office  or  a  shed  in  three  weeks. 
That's  pretty  quick. 

Commissioner  Murphy  -  Yeah,  that's  okay.  That's  acceptable. 

Commissioner  Brandon  -  It's  more  of  how  do  people  know  what's  available,  and 
where  they  are  on  the  list  if  it  is  available,  or  when  it  becomes  available? 

Jeffrey  Bauer  -  Again,  prospect  lists,  then  you're  just  keeping  lists. 

Commissioner  Brandon  -  That's  what  most  people  in  sales  do. 

Commissioner  Woo  Ho  -  Given  that  we  have  technology  today  to  enable  this, 
you  have  somebody  who  calls  and  says,  "I'm  interested  in  this  amount."  If  they 
put  themselves,  if  you  know  what  your  availability  of  office  space  or  industrial 
space,  and  they  give  you  their  email,  and  you  email  it,  and  then  it's  up  to  them  to 
decide  they  call  you.  I  understand  calling  them,  that's  time  and  effort.  In  terms  of 
getting  their  address  and  saying,  "When  I  have  space,  I'll  notify  you,  whoever 
calls  me  first." 

Jeffrey  Bauer  -  That's  how  we  operate. 

Commissioner  Woo  Ho  -  But  I  wasn't  hearing  in  your  standard  process  that  you 
are  informing  people  who  say  they're  interested  of  knowing  when  the  space 
becomes  available.  It's  a  little  bit  of  you  feel  like  you're  encumbered  to  have  to 
call  them,  which  you  don't  have  the  time  to  call  everybody  on  the  prospect  list, 
and  I  understand  that.  But  if  there's  a  way  for  them  to  just  be  regularly  informed, 
and  then  after  a  while  you  purge  that  list.  Every  six  months  you  say,  "You  want 
to  stay  on  the  list?  You  don't?  Or  you  can  unsubscribe  anytime  you  want. 
Unsubscribe  yourself."  Using  technology  to  help  us  to  make  this  process  a  little 
more  standardized. 

Jeffrey  Bauer  -  Sure.  Yes. 

Commissioner  Murphy  - 1  have  no  idea  who  asked  for  all  this  paper,  but  I'll  tell 
you,  I  was  up  until  midnight  last  night.  I  don't  know  what  to  say.  So  what's  the 
percentage  of  the  Port's  vacancy  now? 

Jeffrey  Bauer  -  Total  is  1 .5.  Our  office  is  eight  percent,  and  that's  primarily  in  two 
buildings.  Our  vacancy  rate  is  really  the  envy  of  the  city.  It's  always  been. 

Commissioner  Woo  Ho  -  You're  not  counting  space  like  Pier  38. 

Jeffrey  Bauer  -  No,  I'm  counting  leasable  space.  You  don't  want  to  count 
anything  that's  fallow. 
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Commissioner  Murphy  -Like  Pier  28,  you've  got  the  Cruise  Terminal,  and  then 
you  have  the  building  north  of  there.  Is  that,  27? 

Monique  Moyer  -  Piers  27  and  then  29.  It's  the  building  that  is  currently 
occupied  by  the  America's  Cup.  That  is  one  of  our  challenges.  When  the  Cup  is 
done,  whenever  that  may  be,  it  will  be  returned  to  us  approximately  four  or  five 
different  piers,  and  will  be  an  intense  period  of  trying  to  get  them  re-leased  to 
maintain  revenue.  That's  very  much  a  big  work  plan  for  us  for  the  next  fiscal 
year.  I'm  sure  we'll  be  talking  to  all  of  you  more  about  that. 

Commissioner  Katz  -  Along  the  lines  of  Commissioner  Woo  Ho's  comments 
about  using  technology,  it  might  behoove  us  to  even  put  the  word  out  now  so 
that  people  start  thinking  about  it.  If  they  are  interested  in  it,  they'll  notify  you, 
and  have  them  take  affirmative  steps.  It  might  be  helpful  if  we  get  the  word  out 
that  we  will  be  having  significant  space  potentially  coming  online. 

Monique  Moyer  -  What  we've  been  doing  so  far  is,  as  people  call,  telling  them 
that  most  of  the  space  reverts  back  to  us  March  1 ,  some  of  it  a  little  earlier.  The 
conundrum  we're  in  is  that,  as  you  may  recall,  the  host  and  venue  agreements 
grants  them  holdover  rights  in  the  event  they  win.  I'm  trying  to  grapple  with  that, 
and  would  welcome  any  suggestions.  That's  been  the  biggest  hurdle  for  us, 
trying  to  manage  people's  expectations  and  get  the  word  out. 

Commissioner  Woo  Ho  -  I'm  not  hearing  whether  we're  going  to  make  any 
changes  in  the  process.  I  would  recommend  at  least  come  back  and  tell  us  if 
there  is  a  more  standard  way  of  communicating  with  people  interested  without 
having  to  burden  yourself  to  call  everybody  on  the  prospect  list,  to  keep  them 
electronically  notified  in  a  periodic  purge,  or  either  asking  to  stay  on  the  list  or  to 
unsubscribe  themselves.  But  to  use  technology  to  figure  out  how  to  manage  that 
better,  so  that  people  do  feel  that  they  at  least  have  access  to  knowing  what's 
available  on  the  Port  space. 

At  5:21  p.m.,  the  meeting  was  temporary  adjourned  due  to  a  fire  alarm. 
At  5:34  p.m.  the  Commission  returned  in  open  session. 

Commissioner  Woo  Ho  -  I'm  finished  with  my  comment.  I  don't  know  if  any  other 
commissioners  have  comments  for  this  agenda  item.  Are  you  going  to  come 
back  in  August? 

Jeffrey  Bauer  -  Yes,  I  am.  This  is  a  big  subject.  I  don't  think  I've  explained  it  very 
clearly.  It's  a  big  part  of  what  we  do.  To  sit  and  read  it  is  really  not  appropriate.  In 
August  I'll  be  better  prepared  to  thoroughly  cover  the  subject. 

Commissioner  Murphy  -  You  did  a  good  presentation. 

Jeffrey  Bauer  - 1  appreciate  that. 
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Commissioner  Murphy  -  This  is  a  huge  amount  of  information  here.  It's  hard  for 
us  to  understand  all  of  it  in  a  short  few  hours.  I  think  Susan  is  going  to  give  me  a 
tour  and  explain  the  process  a  little  bit  more.  She's  been  promising  a  tour  for  the 
last  month. 

Jeffrey  Bauer  -  We  have  to  get  you  a  tour.  I  see  my  position  as  the  broker  of  the 
Port,  but  also  the  guide.  If  a  tenant  comes  in,  I  need  to  guide  them  through  the 
bureaucracy.  It's  not  fair  to  not  do  that. 

Commissioner  Murphy  - 1  had  no  idea  that  some  of  these  leases  had  to  go 
through  the  city,  or  had  to  be  city  approved.  I  didn't  know  that. 

12.   NEW  BUSINESS 

Monique  Moyer  -  In  addition  to  the  items  that  we'll  be  bringing  back  in  August  related 
to  our  leasing  practices,  I  also  have  a  request  for  an  informational  presentation  by  the 
Water  Emergency  Transit  Authority  (WET A)  on  their  current  and  future  ferry  service 
from  San  Francisco. 

Commissioner  Woo  Ho  - 1  was  very  interested  to  hear  in  your  Executive  Director's 
report  that  they  are  going  to  expand  by  three  new  terminals,  and  included  the  first 
time  that  I  heard  Redwood  City,  which  is  nice  to  see  the  north/south  versus  the 
east/west.  If  we  understand  what  their  plan  is  to  increase  water  transport  in  the  Bay 
Area  so  that  we  can  understand  what  else  has  to  be  done  to  the  infrastructure  and 
the  Port  to  support  that,  then  obviously,  Peter  Albert  needs  to  understand  that  as  well, 
along  with  the  whole  city  picture.  That  would  be  very  helpful.  If  we  understand  what 
they  already  plan  to  do  or  hope  to  do,  then  we  can  keep  encouraging  them  to  do 
more  of  this. 

Monique  Moyer  -  Great.  You'll  see  on  the  forward  calendar  for  July,  Peter  Albert  will 
make  an  updated  presentation  on  the  work  he's  been  doing.  I  believe  he's  been  in 
very  close  contact  with  WETA.  Separately,  we  are  looking  at  our  water  taxi  landings 
as  a  separate  project,  which  we'll  be  bringing  to  you  at  some  point.  We're  still  getting 
started  on  that.  Any  other  new  business,  Commissioners? 

Commissioner  Murphy  -  Have  you  guys  thought  about  an  awareness  program  for 
promoting  the  Port? 

Monique  Moyer  -  Like  a  marketing  program? 

Commissioner  Murphy  -  More  towards  San  Franciscans  because  I  think  all  the  people 
in  San  Francisco  know  absolutely  nothing. 

Monique  Moyer  - 1  know.  I  speak  to  them  all  the  time. 

Commissioner  Murphy  -  Like  offer  them  some  kind  of  incentives,  half  price  on  the 
boats,  a  trip  around  the  Port,  something  like  that? 
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Monique  Moyer  -  We  talk  about  them  now  and  then,  and  really  tested  out  Maritime 
Day  to  see  how  that  would  work.  We  are  looking  at  more  robust  programs  along 
those  lines.  Every  time  I  speak,  people  tell  me  they  didn't  know.  They  don't  ever  even 
stop  to  think  that  there's  a  seawall,  for  example,  which  is  pretty  stunning  given  how 
much  of  San  Francisco  property  is  related  to  a  seawall  not  just  ours,  but  others.  We 
made  some  good  headway  with  our  1 50th  anniversary,  but  it's  a  long  way  to  go.  We 
end  up  having  most  of  our  public  discourse  about  the  development  projects 
themselves,  and  not  the  portfolio  as  a  whole. 

Commissioner  Woo  Ho  -  The  idea  is,  obviously  it's  an  ongoing  effort,  but  would  some 
of  the  Blue  and  Gold  Fleet,  or  some  of  the  others  on  maybe  their  slower  season  be 
willing  to  offer  more  discounted  tickets  to  some  of  the  communities  and 
neighborhoods,  to  take  people  or  kids  out  on  the  Bay?  So  ongoing  effort  to  outreach 
to  communities  that  just  are  probably  not  aware  of  the  waterfront. 

Monique  Moyer  -  Yes.  We've  also  asked  a  lot  of  our  partners,  for  example,  when  our 
partners  buy  a  new  vessel,  they  usually  have  a  celebration,  but  they  don't  promote 
that  publically.  We've  asked  them  to  do  that,  so  that  people  can  be  more  aware  that 
there  is  a  robust  maritime  component  here  at  the  Port.  We've  not  had  great  inroads  in 
doing  that.  The  Giants  and  Pier  39  probably  promote  themselves  the  best,  and  then 
the  CBD,  of  course,  formed  in  Fisherman's  Wharf  to  help  with  promotions  there.  After 
that,  it  gets  a  little  more  few  and  far  between. 

Commissioner  Katz  -  We  may  also  have  an  opportunity  with  the  Blue  Greenway,  just 
once  that  is  in  a  little  bit  better  shape,  to  promote  that  and  use  that  as  a  destination  to 
draw  people  down  here,  much  as  New  York's  skyline  does  that.  People  will  see  that 
we  have  a  vibrant  waterfront,  and  get  them  to  come  up  along.  We  should  figure  out 
plans  to  enhance  that. 

Monique  Moyer  -  Yes.  Sunday  Streets  has  been  very  good  for  us  in  that  regard  as 
well.  A  lot  of  people  come  to  the  Port  that  wouldn't  have  otherwise.  It  was  pretty 
stunning  on  Maritime  Day  how  many  people  I  spoke  to  on  the  sidewalk  who  really 
hadn't  been  to  the  Port.  The  number  one  comment  I  got  from  people,  even  including 
former  mayors,  was  they  had  no  idea  we  had  so  many  restaurants  but  that  was  in  the 
commercial,  so  that  attracted  people's  attention.  A  lot  of  people  come  to  the  Port  and 
don't  even  know  they're  at  the  Port.  I  always  wanted  to  call  it  AT&T  Park  at  the  Port, 
and  Exploratorium  at  the  Port,  but  haven't  won  that  one  yet. 

Susan  Reynolds  -  One  of  the  things  that  I  did  want  to  also  let  you  know,  and  I'll  make 
sure  that  you  are  all  on  the  information  lists,  there's  a  lot  of  things  that  our 
communities  do  like  the  CBD,  and  the  Fisherman's  Wharf  Merchants  Association,  and 
some  of  the  groups  in  the  southern  waterfront.  They  do  outreach.  Like  there's  the 
police  fishing  program  that  is  run  by  our  Fisherman's  Wharf  fishermen  in  conjunction 
with  the  police  department.  Last  year,  I  did  hook  them  up  with  a  couple  of  the  CBOs 
in  the  Bayview,  and  they've  taken  kids  out  fishing.  The  Fisherman's  Wharf  Rotary 
does  a  lot  of  community  outreach,  a  lot  of  community  benefit  with  the  Telegraph  Hill 
Community  Center. 
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There's  a  lot  of  things  going  on  out  there  that  we  need  to  loop  you  into  the 
communication  so  that  you  know  what  is  going  on,  and  that  you  can  participate.  It's 
like  the  Exploratorium  had  Neighbors  Night  not  long  ago,  and  invited  everybody  from 
the  Fisherman's  WhanYTelegraph  Hill  area.  There  are  efforts  with  the  merchants 
association  to  get  locals  down  to  Fisherman's  Wharf.  They  had  a  crab  feed  contest, 
and  they've  done  a  lot  of  things  that  maybe  the  information  doesn't  get  far  enough 
out.  We'll  make  sure  that  you're  included  in  all  of  that  information.  If  there's  any 
activities  that  you  would  like  to  see  us  participate  in,  just  let  us  know. 

13.  PUBLIC  COMMENT 

14.  ADJOURNMENT 

ACTION:  Commissioner  Brandon  moved  the  motion  to  adjourn  the  meeting  in 
memory  of  William  Wilson  (founder  of  Wilson  Meany  Sullivan)  and  retired  Port 
employee  Roy  M.  Fross;  Commissioner  Murphy  seconded  the  motion.  All  of  the 
Commissioners  were  in  favor. 

Commission  President  Doreen  Woo  Ho  adjourned  the  meeting  at  6:00  p.m. 
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